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STUDY OF TRADE-OUT AND BUILD ACTIVITIES OF 
ONASSIS COMPANIES 


TUESDAY, JUNE 17, 1958 


House oF REPRESENTATIVES, 
SpeciAL SUBCOMMITTEE OF THE 
CoMMITTEE ON MERCHANT MARINE AND FISHERIES, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to notice, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 

Present: Representatives Bonner, Kluczynski, Zelenko, Tollefson, 
and Allen. 

Present also: Representatives Mailliard and Santangelo. 

Also present: Bernard J. Zincke, counsel; Robert H. Cowen, 
counsel ; and William B. Winfield, chief clerk. 

The Cuarrman. The committee will come to order. The purpose 
of these hearings is to inquire into the activity of the Maritime Ad- 
ministration in the hhndling of ship and related transactions of 
Aristoteles S. Onassis and the criminal and civil litigation by the 
Department of Justice. In 1946 the Government offered for sale a 
large number of oil tankers. The Onassis interests attempted to 
purchase. The application was denied. The vessels could only be 
sold to American citizens or to interests which were controlled by 
American citizens. Thereafter several companies were organized 
and it was stated that they were controlled by Americans. Later 
there developed an investigation by the Department of Justice into 
the matter, indictments were had, and the civil and the criminal 
proceedings were subsequently settled. 

Slightly over a year ago, in connection with its hearings on vessel 
transfer, trade-in, and reserve fleet policies, the committee examined 
into the transactions between the Maritime Administration and inter- 
ests representing Aristoteles S. Onassis whereby in exchange for an 
agreement to construct 3 supertankers in United States yards for 
operation under the American flag, the group was permitted to transfer 
title and registry of 14 American ships to the Liberian flag. 

At that time, the committee was informed that an American corpora- 
tion, Victory Carriers, Inc., owners and operators of seven Victory 
ships, would assume the obligation for the new ship construction and 
that the earnings of the corporation owning and operating the Liberian 
ships would be devoted to such construction. In order to effectuate 
American control of the 2 companies, at the suggestion of the Depart- 
ment of Justice, the Grace National Bank of New York was designated 
a trustee for the benefit of the two citizen minor children of Aristoteles 
S. Onassis. 

1 
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Seventy-five percent of the stock of Victory Carriers, the American- 
flag operator, and 75 percent of the stock of Alexander S. Onassis 
Corp., the Liberian operator, were transferred to the trust, the remain- 
ing 25 percent of each corporation being held by an Onassis-controlled 
corporation. At the time of the hearings, the committee expressed 
concern that the safeguards to assure the use of the Liberian earnings 
for the construction of the American ships were insufficient ind the 
Maritime Administrator assured the committee that steps had been 
taken to guarantee such use of the earnings. 

Both the Maritime Administrator and the Department of Justice 
gave strong assurances to the committee that the intent of the trans- 
action to secure the building of the American ships would be carried 
out and that the terms of the trust agreement and the contract with 
the United States would be so strengthened as to leave no alternative 
as to the construction of the ships. It was with this assurance that 
the committee accepted the judgment of the Maritime Administrator 
and the Department of Justice with respect to the outcome of the 
various agreements. 

On April 15 of this year, Victory Carriers, Inc., informed the Mari- 
time Administrator of its intention to default on its construction con- 
tracts, claiming that the request of the United States to oil importers 
to reduce their imports excused their performance. 

The committee’s grave concern is with the fact that the Onassis 
interests have secured the benefits of the agreement in that they have 
obtained the transfer of the 14 American ships and at the same time, 
despite assurances given to your committee by the Justice Department 
and Maritime Administrator and the trustee’ that these ships would 
be built, the companies are now defaulting in their performance with 
respect to the construction of the American ships. 

The first witness this morning will be Mr. Morse, the Maritime 
Administrator. 


STATEMENT OF CLARENCE G. MORSE, CHAIRMAN, FEDERAL MARI- 
TIME BOARD, AND MARITIME ADMINISTRATOR; ACCOMPANIED 
BY ALFRED E. NOTARIANNI, OFFICE OF THE GENERAL COUNSEL; 
AND GORDON B. PROWSE, CHIEF, DIVISION OF CREDITS AND 
COLLECTIONS, OFFICE OF THE COMPTROLLER, MARITIME ADMIN- 
ISTRATION 


Mr. Morse. Good morning. 

I have at my right Mr. Gordon Prowse, from our Comptroller’s 
Office, and Mr. Alfred Notarianni, from our General Counsel’s Office. 

I have a prepared statement which, if you wish, I will be pleased to 
read. 

About a year ago, I appeared before your committee to report on 
the vessel transfer activities of the Maritime Administration and, more 
particularly, on the trade-out and build program, including the 
Onassis transactions, 

Today, I would like to bring you up to date on the status of these 
activities, 
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TRADE-OUT AND BUILD PROGRAM 


You will recall that the trade-out and build program was under- 
taken in 1955 as an incentive for new ship construction. The report 
of your committee hearings held in 1957 contains a statement of the 
policy adopted by the Maritime Administration on November 5, 1956, 
on the tri oleae and build program and vessel transfers generally, the 
background of the program and the approvals granted under it, 
through March 15, 1957. 

POLICY 


The basic policy of November 5, 1956, remains in effect today. 
Briefly, as a basic part of this policy, no United States-flag war-built 
vessels, such as Liberty- and Victory-type dry-cargo ships, or T-2-type 
tankers, may be approved for transfer to foreign ownership and 
registry, unless the American owner undertakes to replace such vessels 
by the construction of new vessels for United States-flag documenta- 
tion and operation. The policy also sets forth a formula for determin- 
ing the number and tonnage of new ships to be constructed based on 
the number and types of ships to be transferred. 

This trade out and build policy does not preclude the availability 
of construction-differential subsidy, title XI mortgage insurance or 
other forms of Government assistance, each to be considered on its 
merits and in accord with the laws and regulations on the subject. 

The transfer of overage vessels may be approved for transfer to 
foreign ownership and registry w ithout a replacement program, pro- 
vided the vessel is not needed for purposes of national defense. 

As to new construction by United States shipyards for foreign- 
flag ownership and registry, there is, as a general rule, no limitation 
as to the nationality of a foreign purchaser or as to stock ownership, 
other than to require that the foreign contractor must be acceptable 
to the Maritime Administrator. 

There have been two minor amendments to this basic policy. One 
change, adopted June 10, 1957, clarifies the time requirement as to 
completion and documentation of the new ship to be constructed. 
Also, it requires all foreign transferees to appoint a resident agent 
in the United States to receive and accept service of process in any 
action instituted by the United States in connection with the ap- 
proved transaction. 

A second amendment, adopted September 6, 1957, provides that 
foreign transfers may be approved also in conjunction with the jumbo- 
izing, modernization, or other conversions of existing United States- 
flag ships, subject. to the conditions of the basic policy. In addition, 
it provides that any mortgage given on the transferred vessel shall 
be subject to, and include, the provisions of approval of the transfer 
agreement. 

APPROVALS GRANTED 


We have a recapitulation of the trade out and build proposals 
approved from July 1, 1955 through May 31, 1958, which we will 
submit for the record, and I think you have a copy. 
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(The document referred to follows:) 


Recapitulation—Approvals of trade out and build proposals granted pursuant 
to secs. 9 and 87 of the Shipping Act 1916, as amended, in principle and form- 
alized by fiscal years—July 1, 1955—May 31, 1958 


I, APPROVALS IN PRINCIPLE 




































































New ship construction for United States flag Transfers to foreign ownership and registry 
| 
| | | 
Fiscal year | Total /Total dead-| T-2’s | Libertys | Victorys | T-3’s | Others| Total 
number | weight 
| | "| |" 
od duh oces 18} — 516, 490 27 es ee id 
ee ee 72 2, 567, 700 67 83 | 10 4) Dh lvandundue 
1958 (to May 31, 1958)_..... | 18 366, 320 20 | SS BREE me, TURE Sii2isc 
Mees eS 108 | 3,450,510 | 114 | 103 10 4 15 246 
| | ee Se ee === 
Jumboizing or conversion proposals 
Number to 
Fiscal year be jum- | 
boized or | 
converted | 
ST Atliiindm cbbbihnidnstennids pudeumicman eel 14 | 7 | 2 | is bbicdis Gib hceterciv likes Mitek eubbia eodidawan 
Ei kd ode ebb thidoad 13 | Bhiies tits | ELL ES UM ebsabe Fiabe 
1958 (to May 31, 1958)........-.....- 5 | Bi seca ace |----------|------ eile 16 
ERA 8 32 14 | lg Bde |. Sata aaa, 
Grand total (approvals in Lot, Wide forme, auld sit. te rut at. 
RONOED) « nd bkcas hee seta Liveceacgcently 4 aa 105 | 10 4 | 15 262 
1 | | | | 
Il. APPROVALS IN PRINCIPLE FORMALIZED! 
New ship construction for United States flag | Transfers to foreign ownership and registry 
Fiscal year | Total |Total dead-| T-2’s | Libertys Victorys T-3’s | Others; Total 
number | weight | | 
i ee are | 10| 322,500/ 17] ee tee 
1957... .- Shieh Lisa 28 | 1,166,140 34 33 5 1 | 4 | 
1958 (to May 31, 1958) _---- 13 489, 000 10 6 3 5 
BN S6sivcineipesonns | 251 | 1,977,640 61 | 43 5 4 9 3122 


Jumboizing or conversion proposals 





1956, 1957, and 1958 (to May 31, 1958) ._| 4 T-2’s 


to 
_ 
w 


Grand total (approvals in prin- | 63 44 9 125 
ciple). | 


o 
> 


1 Indicates receipt of firm contract to construct new ships and commitment made to authorize the transfer 
foreign of old ships. 

2 Includes 5 hulls (totaling 201,500 deadweight tonnage) originally scheduled for United States flag but 
subsequently approved for transfer foreign in consideration of construction of larger United States flag ships. 

3 Includes 21 ships (13 T-2’s, 5 Libertys, 1 Victory, and 2 others), which are committed for transfer foreign 
but for which the applicants have not yet availed themselves of the transfer privilege. 


Mr. Morse. During this period there were approved in principle 
proposals for the construction of 108 new ships, the jumboizing or 
conversion of 32 existing ships, and the transfer to foreign ownership 
and registry of 262 ships (128 T-2’s, 105 Libertys, 10 Victorys, 4 
T-3’s, and 15 others). 

During the same period firm contracts were received for the con- 
struction of 51 new ships and for the jumboizing or conversion of 
4 existing ships, and commitments were made authorizing the transfer 
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of 125 old ships to foreign ownership and registry (63 T-2’s, 44 
Libertys, 5 Victorys, 4 T-3’s, and 9 others). These transactions repre- 
sent approvals formalized. Transfer orders have actually been issued 
for 104 of these ships, while 21 are still pending issuance. 

Most of the above activity occurred during fiscal year 1957. For 
the current fiscal year, July 1, 1957, through May 31, 1958, approvals 
were formalized for the construction of 13 new ships and for the 
foreign transfer of 24 old ships (10 T-2’s, 3 T-3’s, 6 Libertys, and 
5 others). And, incidentally, these figures that I have just now re- 
ferred to in this paragraph are included in the overall figures speci- 
fied in the preceding paragraph. 

Pursuant to the above commitments, 13 new ships of 391,440 dead- 
weight tons were completed and documented under United States 
laws, keels have been laid for 9 other new ships of 282,150 deadweight 
tons, and 3 T-2 tankers were jumboized, all from July 1, 1955, through 
May 31, 1958. Five hulls originally scheduled for United States 
flag were subsequently approved for transfer to foreign ownership 
and registry in consideration of the construction of larger United 
States ships. There remain 24 ships agreed to be constructed, the 
keels of which have not been laid up to this time. Of that number 
all have signified to the Maritime Administration their intention 
to proceed with their construction program with the following 
exceptions: 

(a) The Onassis and Niarchos Trust Cos., which I will discuss 
later, and 

(6) The Colonial Steamship Corp.—which has stated that they 
may not proceed with the new construction. However, in this case, 
no ships have been transferred foreign and the transfer orders are 
not to be issued until the new ships are completed. 

Extensions of time within which to complete the new ships have 
been granted in four cases as follows: 

(a) J. M. Carras, Inc.—extension of 1 year on 1 tanker (46,000 
deadweight tons). In this case, we have received a first preferred 
mortgage in favor of the Maritime Administration on an unencum- 
bered vessel, the A/tchae/, in the principal amount of $1,300,000, which 
is the amount of liquidated damages to be paid to the Maritime Ad- 
ministration in the event the new vessel is not constructed and docu- 
mented on or before July 1, 1956. 

(6) Ocean Transportation Co., Inc.—extension of 5 months on 1 
tanker (35,000 deadweight). 

(c) American Eagle Tanker Corps.—extension of 5 months on 1 
tanker (32,650 deadweight). 

(d) Paragon Oil Co.—extension of 2 months on 1 tanker (32,650 
deadweight). 

The latter three extensions were granted because of force majeure 
resulting from unexpected delays in the shipyards during last year’s 
severe weather. 

The only commitment contract now in default is that of Victory 
Carriers, Inc., or the Onassis Trust Cos. There is some uncertainty as 
- the Niarchos Trust Co.’s contract. I will discuss these two cases 
ater. 

Actually, this statement will discuss only the Onassis Trust situ- 
ation. 
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REDOCUMENTATION OF SHIPS 


During the past year, a number of proposals were received by the 
Maritime Administration for the transfer of foreign-flag vessels. to 
United States registry and flag. These proposals were novel and un- 
precedented. 

Control over the documentation of vessels under the laws of the 
United States is governed by the navigation laws of the United States, 
which are administered by the Bureau of Customs, Treasury Depart- 
ment. That Bureau advised the Maritime Administration that a 
foreign-flag vessel, either foreign-built or American-built, may be 
documented as a vessel of the United States upon compliance with the 
usual documentation requirements, provided the vessel is owned by a 
citizen of the United States. Upon transfer to United States reg- 
istry, such a vessel becomes ineligible to engage in the coastwise or 
intercoastal trade of the United States. 

Most of the above proposals involved vessels which had previously 
been transferred to foreign ownership and registry, subject to certain 
conditions of approval embodied in the Administration’s transfer 
contract. One of these conditions is that the prior approval of the 
Maritime Administration is required before the vessel may be further 
transferred to other ownership or registry. Over these vessels, the 
Maritime Administration has therefore retained a measure of con- 
trol, by virtue of its transfer contract. 

The Maritime Administration has given consideration to the alleged 
objection raised to the effect that the current proposals to return re- 
cently transferred vessels to United States registry are motivated by 
a desire to be eligible as privately owned United States-flag vessels 
for participation in cargo carryings under the Cargo Preference Act. 
We do not believe that this possible motivation is a sound reason, 
looked at from a long-range point of view, to refuse approval of these 
proposals. We do not believe that an action heretofore approved by 
the Maritime Administration should be used as a basis for later punt- 
tive or penalty action on a proposal to return the vessel to United 
States registry. 

The foreign transfers were approved in consideration of the benefit 
to our merchant marine resulting from new construction and the im- 
proved position of the vessels under United States flag. The restric- 
tion on retransfers was imposed to maintain effective control of the 
ships, a consideration hardly applicable to the future return of these 
vessels to United States flag. 

As a matter of general policy, therefore, the Maritime Adminis- 
tration believes that, where it has contractual jurisdiction, approval 
should be granted for the transfer of a foreign-flag vessel to United 
States citizen ownership, registry, and flag, unless a valid reason is 
found to deny the right which is otherwise available to any owner 
ander United States laws. Such a transfer, when effected, subjects 
the vessel to the provisions of sections 9 and 37 of the Shipping Act, 
1916, as saataitiail and to the Maritime Administration’s policy with 
respect to applications filed pursuant thereto. For ships previously 
transferred under a trade-out-and-build proposal, the Maritime Ad- 
ministration requires, as a condition of its approval, that such ap- 
proval shall be without prejudice and shall not alter in any way the 
obligation of the contracting party to construct a new ship. 
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As of June 10, 1958, the Maritime Administration has approved the 
return of 13 foreign- flag vessels, all Liberian, to United States docu- 
mentation. Five of these ships had actually been redocumented under 
United States laws, as of the same date. 


ONASSIS TRUST TRADE-OUT-AND-BUILD PROGRAM 
BASIC PROGRAM 


The basic trade-out-and-build program of the Onassis Trust com- 
panies was approved by the Maritime Administration on January 25, 
1957 (contract No. MA-1439), pursuant to an approval in principle 
bar ce: was given on December 10, 1956. This program provided for: 
The transfer to Liberian flag and registry, without change in 
United States ownership, of 14 United States-flag vessels, including 
11 T-2 tankers, the tanker Olympic Games, and 2 Liberty cargo ships, 
and 

2. The construction in the United States for United States docu- 
mentation and operation of 3:new tankers aggregating not less than 
198,450 deadweight tons. 

Pursuant to the approval in principle of December 10, 1956, a 
construction contract was executed on December 13, 1956, between 
the Bethlehem Steel Co., Quincy, Mass., and Victory Carriers, Inc., 
for the construction of the 3 new tankers at a cost of $51,300,000, 
as follows: 


Scheduled 
Hull No. | Deadweight | Keel laying Delivery 
I ictadiclialhiceed soanssustesteseissitnsem cists tariectcttadicidlaatela adabietaataodiae 
Wire hcicdssateidasviac ded dsb bds dns ded encbbsakebebeennesabas 106, 500 | Aug. 1,1959 | Aug. 31, 1960 
EE Rnislaiguetithn ns Aqitiingins weaniaianicahslak a ucioks ecbabiaieiaaaaameite 46,000 | Dee. 15,1958 | Sept. 15, 1959 


WOPRLG s ccictitienGdsnane wosiaa deen ie teditichish sd ccltniadessncdidaanainahe nphdumavhad 46,000 | July 15, 1959 | Mar. 31, 1960 





The delivery dates are subject to force majeure clause. The con- 
struction contract provided that Victory Carriers, Inc., would pay 
$1,795,000 on account of the construction of these ships, upon execu- 
tion of the construction contract. 

Victory Carriers, Inc., subsequently applied for approval of the 
transfer of ownership of the 14 above- mentioned vessels to the 
Alexander S. Onassis Corp., a Liberian corporation, which is 75 per- 
cent owned by the Grace National Bank of New York, as trustee, and 
25 percent owned by Ariona, a Panamanian corporation controlled 
by Mr. Onassis. 


ADDITIONAL CONDITIONS 


At the request of your committee, the Maritime Administration 
held up finalization of the above transaction in order to resolve 
certain questions raised at the committee hearings. Additional re- 
quirements and conditions governing the entire transaction were 
subsequently developed and submitted to your committee under date 
of April 29, 1957. On May 16, 1957, Chairman Bonner advised 
that, after review of the proposed procedure, he saw no reason for 
interposing any objection to the contractual arrangements which the 
Maritime Administration has proposed. 

The Cuarrman. Was that in a letter ¢ 
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Mr. Morse. Yes, sir. 

The Cuarrman. I would like to have the letter inserted at this 
point and the reason for the letter stated. all 

Mr. Morss. Perhaps you, Mr. Bonner, would care to indicate the 
reason for the letter. 

The Cuamman. Was it a letter addressed to the committee? 

Mr. Morse. It is a letter from the committee by yourself, as 
chairman, addressed to Maritime. 

The CuarrmMan. We will insert that at this point. 

(The letter referred to follows :) 

May 16, 1957. 
Hon. CLARENCE G. Morse, 
The Maritime Administrator, Maritime Administration, 
Washington, D. C. 

Dear Mr. Morse: Reference is made to my letter of May 2 in response to 
yours of April 29, in which I advised you that I had circulated the committee 
membership for comments upon the step-by-step procedure now proposed to 
accomplish transfer to foreign ownership, flag, and registry of the 14 vessels 
of the so-called Onassis group of companies and the construction and United 
States documentation of the new vessels. Subsequently, upon receipt of a 
letter from Representative Zelenko under date of May 7, I requested your 
views on his comments. Your letter of May 16 expressing your views on Mr. 
Zelenko’s comments is hereby acknowledged. 

After review of your proposed procedure, supplemented by your analysis 
of Mr. Zelenko’s comments, I wish to advise you that I see no reason for 
interposing any objection to the contractual arrangements you propose to enter 
into. Nor do I see where any useful purpose would be served by requesting 
your further appearance before the committee in connection with this subject 
prior to proceeding with consummation of the transactions. 

Again, let me thank you for your cooperation. 

Sincerely, 
HERBERT C. BONNER, Chairman. 

Mr. Morse. Accordingly, an amendment No. 1 to the basic contract 
was executed under date of May 23, 1957, incorporating the additional 
requirements and conditions determined to be necessary. These pro- 
visions were designed to— 

(1) further assure that the trust is irrevocable; 

(2) make more certain that the entire transaction is in the hands 
of United States citizens; 

(3) further assure that United States citizens retain and continue 
the control of the situation ; 

(4) cause all receipts of the Liberian corporation (including, with- 
out limitation, proceeds of charter hire and insurance recoveries) to 
be deposited, and all cash balances maintained in New York City in 
a national bank (or banks) having officers within the jurisdiction of 
the United States District Court for the Southern District of New 
York; 

(5) make the Liberian corporation available for service of process 
or other notices by permanently designating, nominating, and ap- 
pointing independent and established resident agent ; 

(6) make the Grace National Bank of New York, trustee, become 
a party to the contract, thereby becoming jointly and severally ob- 
ligated thereunder (within the limits of the trust property) with 
Victory Carriers, Inc., and the Liberian corporation ; 

(7) make the Liberian corporation assume all of the obligations 
of the United States Petroleum Carriers, Inc. under the contract; 

(8) make Aristoteles S. Onassis personally agree, in writing, that 
he will refrain from exercising any power to revoke the trust estab- 





TRADE-OUT AND BUILD ACTIVITIES OF ONASSIS COMPANIES 9 


lished in the trust agreement, dated as of August 10, 1956, anything 
in said trust agreement to the contrary notwithstanding, if such rev- 
ocation would result in the breach of any of the conditions contained 
in any agreement or agreements relating to the transaction or trans- 
actions involved; and 

(9) place the title and ownership of the 14 vessels transferred into 
the ‘Ales ander S. Onassis Corp., the Liberian corporation, which is 
75 percent owned by the Grace National Bank of New York as 
trustee. 

The amendment No. 1 to contract No. MA-1439 has been signed, 
executed, and delivered by the contracting parties to the Maritime 
Administration. Mr. Onassis has delivered to the Maritime Admin- 
istration a document in which he has agreed not to revoke the trust. 

In connection with the transaction, certain intercorporate proceed- 
ings took place relative to the transfer of stock, with the result that 
United States Petroleum Carriers, Inc., Western Tankers, Inc., and 
Trafalgar Steamship Corp. have been liquidated, or are in the proc- 
essing of being liquidated. The step-by-step procedure to accom- 

lish this liquidation was also furnished to your committee with our 

letter of April 29, 1957. The remaining corporations, which now 
constitute the contracting parties, are (1) the Victory Carriers, Inc., 
(2) the Grace National Bank of New York, as trustee, and (3) the 
Alexander S. Onassis Corp., a Liberian corporation which is 75 per- 
cent owned by the Grace National Bank of New York, as trustee, 
and 25 percent owned by Ariona, a Panamanian corporation con- 
trolled by Mr. Onassis. 

It is believed that by amending the master contract No. MA-1439 

along the lines indicated above, the Maritime Administration has 
carried out its commitments made to the committee. The Victory 
Carriers, Inc., is firmly bound and committed to construct three new 
tankers, in a United States shipyard for documentation and opera- 
tion under United States law. The Grace National Bank of New 
York, as trustee, is firmly bound and obligated (up to the limit of the 
trust property) jointly and severally with Victory Carriers, Inc., and 
the Liberian corporation to the terms and conditions of contract No. 
MA-1439, as amended. The Alexander S. Onassis Corp., the Li- 
berian corporation, is firmly bound and obligated, jointly and sev- 
erally with the Victory Carriers, Inc. and the Grace National Bank 
of New York, as trustee, to the terms and conditions of contract No. 
MA-~1439, as amended. ’ Aristoteles S. Onassis has personally agreed, 
in writing, not to revoke the trust, as above stated. 

With reference to the 14 vessels involved in this transaction which 
have been permitted to be transferred to foreign ownership and regis- 
try, you will note that title to all of these 14 vessels has been trans- 
ferred to the Alexander S. Onassis Corp., a Liberian corporation, 
which is 75 percent owned by the Grace National Bank of New York, 
as trustee, and 25 percent owned by Ariona, a Panamanian corpora- 
tion controlled by Mr. Onassis. All these vessels are registered under 
on law and fi: ag, but under the effective control of the United 

tates. 


LIQUIDATED DAMAGES 


The contract provides that in the event the new vessels (builder’s 
hulls Nos. 1671, 1672, and 1681) are not constructed and documented 
under United States laws on or before October 31, 1959, March 31, 
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1960, and August 31, 1960, respectively, unless excused because of 
force majeure, , the contracting parties are obligated, jointly and sev- 
erally, to pay to the U nited States the total sum of $8 million as 
liquidated damages. This sum represents approximately the dif- 
ference between the domestic and foreign values of the 14 vessels 
transferred foreign (as of the date of contract ) namely $600,000 for 
each tanker, and $400,000 for each Liberty ship. 


CONSTRUCTION FOR FOREIGN FLAG OPERATION 


For their own private account, the A. S. Onassis interests entered 
into contracts with United States ikatte. with the prior approval 
of the Maritime Administration, to construct a total of six tankers 
for foreign corporations owned or controlled by him for foreign flag 
operation. These tankers are identified as follows: 


| Dead- Scheduled 
Hull No. | weight Shipyard delivery 

| tons | } 
1961... 45,000 | Bethlehem Steel, Quincy, Mass. ----| July 1958. 
1662_.. | 45, 000 | aa November 1958. 
aS | 48,000 |.....do.........-- | Deferred. 
1670____- 105, 500 do Canceled. 
606. _.. 47, 750 Sun Shipbuilding & Dry Dock Co. Do. 
Obi wken | 47, 750 |-- AM Meniacts ‘ sae neti Do. 





The shipyard contracts for hulls Nos. 1670, 606, and 607 have now 
been canceled, and the Maritime Administration was so advised, as a 
matter of information only. There was no obligation under the Mari- 
time Administration’s approval that these ships be built. 


NOTIFICATION OF INTENT TO DEFAULT 


Under date of April 15, 1958, Capt. Granville Conway, president of 
Victory Carriers, Inc., submitted a letter to the Maritime Adminis- 
tration serving notice that the building program contemplated by 
contract No. MA-1439, as amended, had been canceled. Subsequent 
to the submittal of this letter, Captain Conway has continued to discuss 
with the Maritime Administration the possibility of going ahead with 
part or all of the ship-construction program. 

In his letter, Captain Conway pointed out as a major difficulty that 
the United States Government had imposed restrictions on the amount 
of foreign oil which may be imported into this country, with the re- 
sult that the major importing oil companies are refusing to charter 
private tonnage, and, also, laying up their own ships. 

Prior to April 15, 1958, Captain Conway and Mr. Onassis had con- 
ferred with Maritime Administration eee to discuss pos- 
sible solutions to this problem. Initially, Captain Conway sought a 
1-year extension of the delivery dates of the tankers involved. There 
was also a suggestion that the Maritime Administration accept, in lieu 
of hulls Nos. 1671 and 1672, the hulls Nos. 1661 and 1662, which are 
presently about 80 and 50 percent completed, respectively, and being 
built for foreign-flag operation. These 4 ships are all to be of 16,000 
deadweight tons eac ch and subs tantially the same in size, speed, and 
general characteristics. 





TRADE-OUT AND BUILD ACTIVITIES OF ONASSIS COMPANIES 11 


On March 13, 1958, the Maritime Administration, by letter, advised 
Captain Conway that— 

(1) it was not disposed to grant a delay in the completion of 
the tanker hull No. 1681 of 106, 500 deadweight tons; and 

(2) it would be willing to accept hulls 1661 and 1662 in place 
of hulls 1671 and 1672, provided the substitute hulls could meet 
all necessary qualifications for American-flag documentation. 

It was felt that the United States merchant marine would gain the 
advantage of the earlier deliveries of qualified and identical tonnage. 

The Maritime Administrator and the General Counsel orally ad- 
vised Captain Conway that the above proposal was subject to the ap- 
proval and concurrence of this committee and the Department of 
Justice. 

After informal consultations with your committee and in view of 
the serious objection raised, we subsequently advised Captain Conway 
orally that this opposition had, in effect, put an end to the above 
proposal. 

As a result, in view of the position taken by Victory Carriers, Inc., 
in its letter of April 15, 1958, we referred the matter to the Depart- 
ment of Justice for appropr iate legal action on May 1, 1958, and suit 
was filed on June 12, 1958, in the District Court for the Southern 
District of New York. 

The Cuarrman. Mr. Zincke. 

Mr. Zincxe. Mr. Morse, on page 8 of your statement, you refer to 
the amendment No. 1 to the basic contract under date of M: ay 23, 1957. 
What did Maritime or you do, subsequent to that date, in Geninecton, 
with these contracts for the rest of 1957? 

Mr. Morse. We issued transfer orders authorizing the transfer out 
of the 14 vessels. 

Mr. Zincxe. That was the only action that you took, with reference 
to this particular situation during the balance of 1957? 

Mr. Morse. That is all that I recall. If you have something specific 
in mind, I wish you would call it to my attention. That is all that 
I recall. 

Mr. Zincxe. Then what did you do in 1958? 

Mr. Morse. Nothing formal was done. I did have discussions with 
Captain Conway from time to time as to the difficulties they were ex- 
periencing because of the depressed tanker charter situation and 
what could be done to alleviate the situation so that they would not be 
in default under their contract. 

Mr. Zincxe. To refresh your recollection somewhat, Mr. Morse, un- 
der date of February 4, 1958, you - rote a letter to Captain Conway 
with reference to contract MA-1439. Do you happen to have a copy 
cf that letter? 

Mr. Morse. I did not bring our Onassis file with me. I am sorry. 

Mr. Zincxe. I will put it in the record. I would like to read a 
portion and ask you questions about it. 


Q 


The Maritime Administration would appreciate your confirmation of the 
above scheduled dates— 


which are the contract dates on MA-1439. 


In addition, you are hereby requested, in the event that you are contemplating 
any modification or change in your shipbuilding program with respect to the 
aforementioned hulls which would constitute a deviation from your obligations 
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under Maritime Administration’s contract No. MA-1489, as amended, to com- 
municate and discuss with the Maritime Administration the proposed change 
or modification before the matter is discussed with the United States shipyard 
which has contracted to construct said vessels, or any other person or corporation. 

What led to that letter, if you recall? What induced you to write 
that letter? 

Mr. Morse. We sent, as I recall, a similar letter to all persons to 
whom we had granted ‘transfer -out authority because we knew, as I 
recall, Captain “C lonway prior to that time had indicated they were 
having difficulty. Again, we knew that the market situation was mak- 
ing it more difficult for these people to go ahead with their building 
programs. So, we sent that out to all these eople to doublecheck if 
their plans had been altered from the ones originally submitted to us. 

Mr. Zincxe. Have you any idea about when Captain Conway indi- 
cated as you stated? 

Mr. Morsr. I think he started coming down and seeing us late in 
1957 about the whole picture. I did not bring records of that sort with 
me, but my recollection is that it was in late 1957 or early 1958. 

Mr. Zincke. You say you sent this type of letter to all of the con- 
tractors under similar contracts? 

Mr. Morse. To the best of my recollection we did, sir. 

Mr. Zincxe. Did all or many of those contractors likewise discuss 
the matter with you before you sent those letters ? 

You said Captain Conway had been down before. Had any of the 
others been down ? 

Mr. Morse. Mr. Carras had been. That was sometime in 1957. He 
said that he had been unable to get a charter for the ship he was obli- 
gated to build and he was unable to get financing from the banks, as I 
recall, at less than 514 or 6 percent interest and it was not feasible to 
go ahead with his building at that time on that basis. He asked for 
deferral. We did grant him a deferral of 1 year conditioned on his 
giving us a mortgage on an American-flag T-2 tanker which he owned 
and a mortgage in the amount of $1,300,000. 

Mr. Zrincke. But in any event you sent letters of this type to some 
people who had not approached you; is that correct ? 

Mr. Morse. Yes, sir. We wanted to know from all if they were con- 
templating deviating from their obligations. 

Mr. Zincxe. Is it your custom as an attorney, when you have made 
a contract on behalf of a client with another party, to solicit from the 
other party modifications of the contract ? 

Mr. Morse. I was acting as Maritime Administrator. I was not 
soliciting a modification. I was ascertaining in good business prac- 
tice if they were going to go ahead with their contracts. 

Mr. Zincke. You arean attorney, Mr. Morse ? 

Mr. Morse. I am an attorney; yes, sir. 

Mr. Zincke. For a number of years you have been a successful and 
eminent practitioner. 

Mr. Morse. Thank you very much. I will admit to being an attor- 
ney for many years. 

Mr. Zincxe. Under the circumstances in your legal practice, was it 
your custom to solicit of parties to contracts deviations or intentions 
to deviate from the contract? In other words, do you not assume that 
the other party to the contract is going to perform in accordance with 
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the terms of the contract and, if anything else is the case, that he will 
consult you ? 

Mr. Morse. I still assume that they will perform but I wanted to 
find out from them if they had any intentions of not performing and 
if they had any intentions of not performing I wanted them to indi- 
cate to Maritime and we would see what we would do about any devia- 
tions. 

Mr. Zincke. Was it your practice of so conducting yourself in your 
private practice? Did you not assume that contracts would be per- 
formed as they were signed ? ? 

Mr. Morse. I assumed when I sent out these letters that the contracts 
would be performed but I wanted to find out what the facts were. I 
thought that was just sound business judgment to find out if these 
people were contemplating any variations or any changes from their 
existing obligations. 

Mr. ZeLtENKO. Will Counsel yield for just one question ? 

Mr. ZrncKE. Yes, sir. 

Mr. ZetenKo. Had you received any indication prior to the time 
you sent that letter that there would be any deviation from the 
contracts ? 

Mr. Morse. Yes; there had been some cancellations. There had 
been cancellations of these foreign buildings, for example. I think 
there were published notices by that time that the Onassis trusts might 
not go ahead with their building program. 

Mr. ZELENKO. What I mean, “Mr. Morse, is, had you received any 
indication, in the situation that we are discussing here, from anybody 
concerned that they would work toward a deviation of the contract 
or was this a voluntary gesture on your part in writing to these people 
to inquire? That is what counsel wants to know, I assume. 

Mr. Zincke. Yes, sir. 

Mr. Morse. If you or he are suggesting that I was urging them to 
come in and ask for variations, that impression is erroneous. 

Mr. ZeLenNKo. We want the facts. Had you been contacted directly 
by anybody in this proceeding in this contract indicating that they 
were going to look for a deviation of the contract before you wrote 
the letter? 

Mr. Morse. I had indicated that we had already given an extension 
for the Carras under the Carras contract prior to that time. 

Mr. ZeELENKO. We mean this one, not any other one. 

Mr. Morse. I had also indicated that, as I remember, there were 
newspaper accounts that the Onassis trusts might not proceed with 
their building program and Captain Conway had been in touch with 
me fairly consistently from the time the contracts were signed initially. 
Whether he had at that time indicated that they would have difficulty 
proceeding with their building or not, I would have to check my 
records, but I believe he had. 

Mr. ZeLtENKO. Do you have any such records? You say that you 
have such records showing that prior to the time you sent the letter 
that there was some indication that they intended to deviate from the 
contract. 

Mr. Morsz. My recollection is that I do have. 

Mr. Zincxr. I will offer the letter of February 4, 1958, for the 
record, Mr. Bonner. 

The CnarrMan. It will be placed in the record at this point. 

28919—58——2 
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(The letter referred to follows :) 


DEPARTMENT OF COMMERCE, 
MARITIME ADMINISTRATION, 
Washington, D. C., February 4, 1958. 
Capt. GRANVILLE CoNWAyY, 
President, Victory Carriers, Inc., New York, N.Y. 

Dear CAPTAIN ConWAY: Reference is made to contract No. MA-1439 dated 
January 25, 1957, and amendment No. 1 thereto dated May 23, 1957, between 
the Maritime Administration and Victory Carriers, Inc., Grace National Bank, 
as trustee, and Alexander S. Onassis Corp., under which agreement Victory 
Carriers, Inc., obligated itself to construct 3 tankers aggregating not less than 
198,450 deadweight tons; namely, 2 tankers, each to be of 46,000 deadweight 
tons with speed of 16.9 knots or more (builder’s hulls Nos. 1671 and 1672, 
respectively), and 1 tanker of approximately 100,000 deadweight tons with trial 
speed of 18.5 knots and service speed of 17.5 knots (builder’s hull No. 1681), for 
United States-flag documentation and operation. In consideration of your agree- 
ment to construct the new vessels, the Maritime Administration granted its 
approval of the transfer to Liberian ownership and registry of a total of 14 United 
States-flag vessels. 

The Maritime Administration’s records indicate the following as the scheduled 
dates for keel laying and delivery of hulls 1671, 1672, and 1681: 


| 














Keel laying Delivery 
kh a I ea ..---| October 1958....) August 1959. 
Re ee ee eee ee ee .| May 1959.......| February 1960. 
leith Find eh oie dd deed 3 tk eich tas Sis ad isch ted August 1959. ..-- August 1960, 


The Maritime Administration would appreciate your confirmation of the above 
scheduled dates. In addition, you are hereby requested, in the event you are 
contemplating any modification or change in your shipbulding program with 
respect to the aforementioned hulls which would constitute a deviation from your 
obligations under Maritime Administration’s contract No. MA-1439, as amended, 
to communicate and discuss with the Maritime Administration the proposed 
change or modification before the matter is discussed with the United States 
shipyard which has contracted to construct said vessels, or any other person or 
corporation. 

Sincerely yours, 
CLARENCE G. MORSE, 
Maritime Administrator. 

Mr. Morse. I would like to volunteer that I think I would be more 
subject to criticism if I had not bothered to find out whether these 
people were going to go ahead with their contracts than if I showed 
an interest in pursuing the matter. 

Mr. Zinckxe. Mr. Morse, from April 23, 1957, until February 4, 
1958, did you find out anything concerning the financial status of any 
of your contractors ? 

Mr. Morse. Yes, we were getting financial material from those ap- 
plicants who were in fact proceeding and had come in and were asking 
mortgage insurance. 

Mr. Zinckxe. That was in connection with their applications for 
mortgage insurance? 

Mr. Morse. Yes, sir. 

Mr. Zincxe. In connection with those who had not sought mortgage 
insurance and specifically in connection with the Onassis contract, 
what, if any, efforts did you make to keep yourself informed concern- 
ing the financial status of the comp: anies? 

Mr. Morse. V ictory Carriers was reporting to us their financial 
position every 6 months. 

Mr. Zincxe. On a voluntary basis or was it solicited by you? 
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Mr. Morse. It is required under the mortgages which we have on 
the Victory Carriers existing ships. 

Furthermore, we checked with Bethlehem from time to time to 
find out what know ledge they had as to whether or not the contracts of 
all their people were to be performed or were not to be performed, 
whether they had any indications that there might be any cancel- 
lations. 

The Cuatrman. Mr. Morse, did any one else other than Mr. Conway 
approach you as to carrying out and fulfilling the original contract? 

Mr. Morse. Mr. Onassis personally came downo n 1 or 2 occasions, 
as I recall, twice, once with Conway and once independently. 

The Cuarrman. Can you pinpoint the time of that visit of Mr. 
Onassis to you with respect to avoiding the fulfillment of the contract ? 

Mr. Morse. Again, I did not bring that material with me. I will be 
glad to mani it for the record. I have it on my calendar. As I re- 
val] it was prior to March 13 and subsequent to January 1 of this year. 

The Cuarman. I have the highest regard and respect for you and 
I have decided that you will not be placed under oath. I want to get 
the full facts about this matter and we are going to deal strictly with 
the Onassis transaction and not parallel trans: ctions at all. We are 
dealing, Mr. Morse, strictly with this one. 

I do think that this is pertinent at this point to keep the record 
straight as to any other person besides Mr. Conway, who is the guar- 
dian of the trust, as I understand. 

Mr. Morse. The trustee is the Grace Bank. Captain Conway is the 
president of Victory Carriers, Inc. 

The CHarrMan. _ mn who is the trustee of the bank, the man? I 
just want the name. Ido not want him up here. 

Mr. Morsr. Mr. Bonner, I am having sent over from my office my 
calandar and also my office file. 

Mr. Zincke. Mr. Morse, may I attempt to refresh your recollection. 
I am reading now from a memorandum of E. Tinsley Ray. He is the 
trust officer of the Grace Bank. 

On Wednesday, February 26, Mr. Stillman and Mr. Ray proceeded to Wash- 
ington for a meeting with the Maritime Administrator and others concerning a 
new building program of Victory Carriers. We stopped at the Grace offices in 
Washington and informed Mr. Flanagan of the occasion for the trip. We then 
met Captain Conway and Mr. Onassis for lunch and proceeded thereafter to the 
office of the Maritime Administrator where a meeting was held between the Ad- 
ministrator and Admiral Ford and a Mr. Sullivan of his office, Captain Conway, 
Mr. Stillman, Mr. Onassis and the undersigned. 

Does that refresh your recollection concerning the meeting, Mr. 
Morse ? 

Mr. Morse. Yes, I distinctly recall that there was one occasion 
when Mr. Ray and Mr. Stillman, is it, or some such name. 

Mr. Zincke. Yes, sir. 

Mr. Morsr. Were with Captain Conway and Mr. Onassis. 

Mr. Zincxr. These gentlemen, when they entered your office, I 
assume indicated their particular interest in the matter ? 

Mr. Morse. Well, I knew what their interests were because they were 
from the Grace Bank and I knew they were the trustees. 

Mr. Zinckr. That would cover Captain Conway, Mr. Stillman, and 
Mr. Ray, I assume, that you knew about ? 

Mr. Morse. That is right, and I knew Mr. Onassis’ interest because 
he had 25 percent ownership. 
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Mr. Zincke. What is Mr. Onassis’ interest ? 

Mr. Morsr. The Ariona Corp. owns 25 percent of the Liberian 
corporation. 

Mr. Zincke. Who owns the Ariona Corp. ? 

Mr. Morsr. My understanding is that it is predominantly if not 
entirely owned by Mr. Onassis. 

Mr. Zinckxe. From whence did you derive that understanding, if 
you know? 

Mr. Morse. I do not recall where I got the information. I think it 
is spelled out in either the settlement agreement with Justice or in the 
trust agreement itself or about that time. I knew that right from the 
inception that Mr. Onassis individually had an ownership. 

Mr. ZeELENKO. Will counsel yield ? 

Mr. Zincxke. Yes. 

Mr. ZevenKo. Mr. Morse, I believe counsel asked that question be- 
cause during the hearings last year people said that they knew Mr. 
Onassis had an interest and now you seem to know that he owns 
all of Ariona. I think counsel now wants the basis of your informa- 
tion because we did not get it last year. 

Mr. Morse. I said I believed he owned it predominantly or was the 
sole owner. 

Mr. Zrncxe. In any event, he is a minority stockholder of Victory 
Carriers, is that correct, in your judgment ? 

Mr. Morse. Absolutely correct; yes, sir. 

Mr. Zincxe. Even if he were the owner of the entire Ariona stock 
he would still be a minority owner of Victory Carriers, would he not ? 

Mr. Morse. Twenty-five percent. 

Mr. Zrncxe. Is it your custom, Mr. Morse, in discussing matters 
affecting the merchant marine to invite or consult with minority stock- 
holders of the corporations involved ? 

Mr. Morse. It is my custom to have my door open to anyone who 
wants to come in and see me. 

Mr. Zrncke. Even minority stockholders? 

Mr. Morse. Without exception. My door is open to you any time 
you wish to come in, sir. 

Mr. Zincxe. Thank you, sir. 

Mr. Morse. And to anyone else who wishes to come in. 

Mr. Zincxe. Did Mr. Onassis indicate the capacity in which he was 
appearing on that date? 

Mr. Morse. I do not recall that he said, “I have an interest in 
Ariona and Ariona has a 25-percent interest in Victory Carriers.” 
I do not recall that any statement of that sort was made. I knew he 
had an interest and he said it. I cannot say now that he said, “I am 
interested in this program,” but I knew he did have. 

Mr. Zincxe. And you were the gentleman who raised the question 
of alien control of American corporations on these identical ships and 
with this self-same individual several years ago, were you not? Are 
you not the gentleman who initiated the Department of Justice 
proceedings ? 

Mr. Morse. No, I think that was all done before I came to Maritime. 

Mr. Zincke. In any event, you are aware of the fact that Mr. 
Onassis, prior to the time of this particular transaction, had been in- 
volved in various proceedings wherein his, shall we say, excessive 
interest in American ships was involved ? 
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Mr. Morse. I was aware that there had been criminal and civil pro- 
ceedings filed against the companies in which Mr. Onassis had an 
interest. 

Mr. Zincxe. Had a minority interest. 

Mr. Morse. Well, I do not know whether it was a minority or 
majority interest. 

Mr. Zincke. You are not informed concerning any of the proceed- 
ings that were had at that time? Are you not aware that American 
citizens ostensibly owned the majority of the stock of those various 
corporations ? 

Mr. Morse. I am aware that ostensibly they did so and Justice 
endeavored to show that Mr. Onassis had a majority interest and 
therefore that the corporations did not qualify as citizens under the 
act. 

Mr. Zincxe. And at that time Mr. Onassis had a record minority 
interest in those corporations; did he not 

Mr. Morse. I honestly do not know what the facts are in those 
cases. I never participated in them. 

Mr. Zincke. I pass that. 

Mr. Morse. I would assume so, though. I will accept your 
statement. 

Mr. Zincke. Mr. Onassis has not even a record minority interest in 
these particular transactions we are talking about now. His name 
does not appear anywhere in connection with Victory Carriers, Ariona, 
Grace National Bank, or anything else, does it ? 

Mr. Morse. Well, the documents would have to speak for themselves 
on that. 

Mr. Zincxe. At least you are not aware of any documents that 
indicate that he has any interest in these particular transactions? 

Mr. Morse. Well. I do not want to argue with you about it. 

Mr. Zincxe. I am just asking for an answer, Mr. Morse. I am not 
seeking an argument, sir. 

Mr. Morse. As a father he would have an interest in what was 
done for the trust for his own children. 

Mr. Zincke. Is it your custom to invite relatives of shipowners in 
to discuss matters involving the ships other than keeping your door 
open to everyone ? 

Mr. Morse. No, I do not make a custom of it. I did not invite Mr. 
Onassis. 

Mr. Zincke. But you permitted him to sit and participate in nego- 
tiations when his status was that of a possible stockholder, of a minor- 
ity stockholder of a corporation and/or as the relative of a beneficiary 
of the trust holding that stock. That is correct in this case; is it not? 

Mr. Morse. That is absolutely correct. I had no reason to exclude 
him from sitting in on the conversation. 

Mr. ZetENKO. Will counsel yield? Did you have any reason for 
including him in if his name does not appear as a minority stock- 
holder or a party in interest in any way? That is what I think counsel 
wants to find out. 

Mr. Morse. I did not request that he come, to begin with. Captain 
Conway, I am sure, made the original request and he did not make it 
to me. He made it to my secretary. I knew that there would be 1 
or 2 gentlemen from the Grace Bank. Captain Conway and Mr. 
Onassis came down to see me. 
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Mr. ZetenKo. Did he take an active part in the discussion ? 

Mr. Morse. He talked; certainly. 

Mr. ZecenxKo. And did you inquire as to what his interest was? 

Mr. Morse. No, I did not. I knew he had an interest in two ways: 
One, as a minority stockholder or a stockholder in Ariona, and, sec- 
ondly, as a parent of the children for whom the trusts were set up. 

Mr. Zetenxo. I think counsel asked you where you got your infor- 
mation that he was even a minority stockholder in Ariona. I think 
counsel asked you. You said you knew it. Where did you get your 
information? On what is it based ? 

Mr. Morsr. Our records at Maritime show that prior to settlement 
agreement of December 21, 1955, Ariona was owned by three indi- 
viduals, A. S. Onassis, C. Konialidis, and N. Konialidis. 

Mr. Zevtenko. That is prior to 19554 

Mr. Morse. That is what I said, sir. 

Mr. Ze.tenxo. I think counsel asked you at the time of your con- 
versation subsequent to 1955 what evidence did you have, if any, on 
which to base your statement that Mr. Onassis was a stockholder in 
Ariona. You see, Mr. Morse, we are trying to find out the basis for 
his appearance there. You would not talk to strangers in the street 
or have anybody come in and take part in Maritime business, would 
you, unless you felt that they had a part in it? 

Mr. Morse. I gave you two reasons why I knew he had an interest 
in the negotiations. 

Mr. ZeLtenko. We are now up to the first. one. 

Mr. Morse. I will have to check our records to see what our records 
show as to the ownership of Ariona subsequent to 1955 when I indi- 
cated he did own Ariona according to our records. 

Mr. ZeLenxo. You do not have that with you? You do not have 
those records with you? You are going to check the records? 

Mr. Morsz. Yes, sir. I do not have them with me. I will check 
the records. 

Mr. ZetEnKO. On the second reason, you say he is the father of these 
two children. According to what we have been given to understand, 
he was supposed to have irrevocably given over all his interest in the 
trust; isthat right? 

Mr. Morse. It is my information that he did so. 

Mr. Zetenxko. If he did so, what would be his interest in this matter, 
then, having given away his legal rights? 

Mr. Morse. Interest as a parent. 

Mr. ZeLtenKko. Legally you say that he has no interest. in the matter 
that. was before you at the time of your conversation. 

Mr. Morse. He has no legal interest in the benefits of the trust, if 
that is what you are referring to. 

Mr. Zetenko. We are not going into that now. At the time the 
discussion took place, did Mr. “Onassis have any legal standing in the 
conversation in the matter of the contract ? 

Mr. Morse. If he personally was a signatory to the contract, no; 
but that does not preclude him from having the privilege of sitting 
in on a matter which is of interest to him as a minority stockholder 
and is of interest to him as a parent of his children. 

Mr. Zinckr. Do you draw the line someplace, Mr. Morse? You 
would not let somebody walk in off the street and say they have an 
interest as a taxpayer ¢ 
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Mr. Morse. We do. We talk to the press about things of this sort, 
too. 

Mr. Zincxr. On matters of this sort the press sits in on the actual 
negotiations ¢ 

Mr. Morse. No, they do not sit in on negotiations. 

Mr. Zincke. At that time, at that me eting, there was some discus- 
sion with reference to the substitution of 2 other tankers for the 2 
46,000-ton tankers covered by your contract MA-1439. Who initi- 
ated that discussion ¢ 

Mr. Morse. I cannot recall the identity of who of the four that 
were down from New York. 

Mr. Zrncke. It was 1 of the 4 from New York who offered those 
2 tanker substitutions for the 2 required in this contract ? 

Mr. Morse. I think Captain Conway was the one who did so. 

Mr. Zrncxe. Your records showed the ownership of those two for- 
eign tankers, did they not ? 

Mr. Morse. Yes, sir. 

Mr. Zrncke. And in fact those 2 tankers were owned by 2 separate 
corporations with addresses in Uruguay, were they not ¢ 

Mr. Morse. I have not looked to see. If you make the statement 
I am perfectly willing to accept your statement. 

Mr. Zincke. Did you inquire as to how the transfer of those tankers 
from two Uruguayan corporations to Victory Carriers was to be 
effected ? 

Mr. Morse. Captain Conway told me he thought he could buy those 
ships from Onassis and could drive a bargain which would be advan- 
tageous to the trust. 

Mr. Zrxncxe. What. did Mr. Onassis state at that time? He was 
present. Did he agree, disagree, or what? 

Mr. Morse. My ‘recollection is that he said that if we were willing 
to accept those substitutions, he would discuss the question further 
with Captain Conway and try and arrive at a figure which was mu- 
tually acceptable as to the price of those tankers that were under 
consideration. 

Mr. ZELENKO. Will counsel yield for a minute? 

Do you mean that Mr. Onassis was the one that said to you that if 
you would be willing to accept the substitution, then he would discuss 
the price ? ag he the one that suggested that to you ? 

Mr. Morse. Captain Conway had initiated it, as I just said, sug- 
gesting that it might be feasible to put hulls Nos. 1661 and 1662 under 
Americ ‘an flag as substitutes for 1671 and 1672 and that he thought 
that he could get hulls 1661 and 1662 at a good price for the trust. 

Mr. ZeienKo. I know that, but I asked whether you have not just 
told us that Mr. Onassis told you or said to you that, if you would be 
willing to substitute these hulls, he would then go into negotiations 
with thetrust? Isthat what you just told us? 

Mr. Morse. I knew here had been some discussions between C onway 
and Onassis before that because otherwise Conway would not be in a 
position to make the proposal, to initiate the proposal. 

Mr. ZeLENKo. I asked you, Mr. Morse, whether you have not just 
told us, and I want to know whether I heard you right, that Mr. 
Onassis said to you that if you would be willing to consent to the 
substitution he would then discuss with Captain Conway the sale of 
his vessels to the trust. Did you just tell us that ? 
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Mr. Morse. Miss Reporter, will you please read back my previous 
ee so that Mr. Zelenko will accurately know what I previously 
said ¢ 

Mr. ZeLen«Ko. I will ask you. 

Mr. Morss. I previously answered the question. 

Mr. Zetenko. What is the answer? What was the fact? Did Mr. 
Onassis at any time during that conversation say to you in words or 
substance that, if you agreed to the substitution, he will then enter 
negotiations with Captain Conway ? 

Mr. Morse. Well, not in so many words, but certainly that was the 
import of it. 

Mr. Zevenxo. That is what he said to you? That was the sub- 
stance ? 

Mr. Morse. That was the import of it. 

Mr. Zetenxo. What was his interest in your substituting the ships? 
Was that not a matter only for the trust ? 

Mr. Morse. There would be several. He could speak better for him- 
self what his interests were but I can think of several. One is so that 
there would not be a default under the contract with the Onassis 
trust. 

Secondly, it might be a financial benefit to him not to have to go 
ahead and complete the ships. 

Mr. ZetenKo. It would be a financial benefit to Mr. Onassis not 
to go ahead and complete the ships? 

Mr. Morse. It might be; yes, sir. 

Mr. ZeLENKO. What would have been the financial benefit to Mr. 
Onassis not to complete the building of these ships? 

Mr. Morse. You will have to ask him. I do not know what it is 
but since there was no market for tankers at that time, he might be 
glad not to have them on his hands. 

Mr. ZeLenxo. But these were all trust properties, were they not? 

Mr. Morse. No, sir. These were hulls No. 1661 and 1662 being built 
for foreign flag operation and ownership. They have nothing to do 
with the trust. 

Mr. ZrtENKoO. So that this would be a financial benefit to him? 

Mr. Morsz. I say it might be. 

Mr. ZetenxKo. If he could get rid of them to the trust ? 

Mr. Morse. It might be and it might be advantageous to the trust 
to get them at a reduced price. 

Mr. Zetenko. Had any mention of price been made during that 
discussion ? 

Mr. Morse. Not to me, no sir. 

Mr. Zetenxo. Did you indicate your feelings at that conversation 
in February ? 

Mr. Morss. Except that Captain Conway had indicated to me, 
whether it was at that meeting or at a different time, that he thought 
he could drive a good bargain and get the ships at a good price. 

Mr. ZetenxKo. I have no further questions. 
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Mr. Zincxe. To go back to your statement, Mr. Morse, on page 8, 
you refer to the amendment to the contract and point out the effect of 
the changes. One is to— 


further assure that the trust is irrevocable— 
and in subsection 8 on page 9 is to— 


make Aristotle S. Onassis personally agree, in writing, that he will refrain 
from exercising any power to revoke the trust established in the trust agree- 
ment * * * 

Are you referring to a paper dated May 9, 1957, signed by Mr. 
Onassis? Is that the release of power to which you refer in those 
sections ¢ 

Mr. Morse. Yes, sir. 

Mr. Zincxe. Do you have a copy of that or would you wish to refer 
to this one? 

Mr. Morse. I have a copy right here. 

Mr. Zincxe. All right, sir. You checked that one that was sub- 
mitted to you, I assume, to see that it was effective and accomplished 
what you intended it to accomplish ? 

Mr. Morse. I do not recall that I saw this document or did not see 
the document. I would have relied entirely on our General Counsel’s 
office as to its acceptibility. 

Mr. Zrncxe. You did check with your General Counsel’s office te 
see whether they checked it to see whether it was acceptable? 

Mr. Morsr. Yes, sir. 

Mr. Zetenxo. Would counsel yield for a minute? 

Mr. Zincxe. Yes, sir. 

Mr. ZeLtenko. Did you submit that to the Department of Justice 
also to see whether that was acceptable ? 

Mr. Morse. I do not recall that we did, and I would doubt that 
we did. 

Mr. ZeLenKo. But you are satisfied that your General Counsel’s 
office checked it and assured you that it was effective ? 

Mr. Morse. Yes, sir. 

Mr. ZetEnKo. Is counsel referring to the purported relinquishing 
of certain rights of Mr. Onassis under the trust ? 

Mr. Zincke. Yes, sir. 

Mr. ZeLtenKo. In which Mr. Onassis is supposed to have given up 
his power to revoke. Is that what counsel is referring to? 

Mr. Zincxe. I am. 

Mr. Ze_enKO. Will you put that in the record, please ? 

Mr. Zincke. Yes, I will. 








22 TRADE-OUT AND BUILD ACTIVITIES OF ONASSIS COMPANIES 


(The document referred to follows :) 
May 9, 1957. 
CONSENT AND WAIVER 
TRUST AGREEMENT 
Datep As oF AueusT 10, 1956, 

BETWEEN 

ARISTOTELES S. ONASSIS 

AND 
GRACE NATIONAL BANK OF NEW YorRK 


ARISTOTELES S. ONASSIS, Grantor under the Trust Agreement referred to above, 
hereby consents and agrees that he will refrain from exercising any power to 
revoke said Trust Agreement, anything therein to the contrary notwithstanding, 
if such revocation would result in a breach of any of the conditions contained 
in any agreement or agreements relating to the transfer of the fourteen vessels 
designated in U. S. Maritime Administration Contract No. MA-1439, to Liberian 
Registry and Ownership. 

ARISTOTELES 8S. ONASSIS. 

Accepted : 

GRACE NATIONAL BANK OF NEW YORK, 
as Trustee as aforesaid 
by: E. TuNnLey Ray, 
Vice President and Trust Officer. 


Mr. Zincxke. In this particular document : 


Aristoteles S. Onassis, grantor under the trust agreement referred to above, 
hereby consents and agrees that he will refrain from exercising any power to 
revoke said trust agreement, anything therein to the contrary notwithstanding, 
if such revocation would result in a breach of any of the conditions contained in 
any agreement or agreements relating to the transfer of the 14 vessels designated 
in United States Maritime Administration contract No, MA-1439, to Liberian 
registry and ownership. 

As a general proposition of law, Mr. Morse, is it not a fact that it is 
a tort to induce a breach of contract by another ¢ 

Mr. Morse. I would say that is hornbook Jaw ; yes, sir. 

Mr. Zincxe. That is a very excellent way of phrasing it. 

Under the circumstances, what Mr. Onassis undertook here was not 
to induce a breach of contract by another, was it not? 

Mr. Morse. Yes, sir. 

Mr. Zincke. Aid under the circumstances all he was doing was 
saying that he was prepared to do that which the law required him 
to do? 

aa Morse. As I recall at the hearings about a year ago, a question 

yas raised as to whether Mr. Onassis might not seek oe ancel the trust 
or terminate the trusts, and this letter was obtained as written assur- 
ance from Mr. Onassis that he would do nothing which would preclude 
the trust from going ahead with its obligations. 

Mr. Zincxe. But, as a matter of fact, in reading it it simply binds 
him to do that which the law requires him to do. 

Mr. Morse. I suppose you could put that implication to it; yes, sir. 

Mr. Zrncxe. Is it an implication or is it a fact? 

Mr. Morse. That is a conclusion of law which I need not answer, 
Mr. Zincke. 

Mr. ZeLeENKO. Will counsel yield for i minute? 

Mr. Zincxe. Yes, sir. 

Mr. ZeLENKO. Was this one of the things that you told the committee 
that you would do to tighten up this trust so that it could not be re- 
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voked? Is that letter supposed to be evidence of one of the things 
that you required ? 

Mr. Morse. Yes, Mr. Zelenko. 

Mr. ZetenKo. Did it satisfy you as Maritime Administrator that 
this letter did tighten the trust up, that it did take certain powers of 
revocation of the trust away from Mr. Onassis? Did it satisfy you? 

Mr. Morse. It satisfied me because I knew very well that no trustee 
would dare accept or participate in a termination of a trust in the 
face of this document if they had any belief that it would impair the 
completion of the obligations of the trust itself. 

Mr. Zetenko. Well, in plain language, you say that this letter that 
you got satisfied you that Mr. Onassis was giving up some of his 
powers to revoke the trust. Is that what you are telling us? 

Mr. Morse. Absolutely. You bet your boots. 

Mr. Zetenxo. “Absolutely.” You say that as Maritime Admin- 
istrator with your legal background and having consulted with our 
counsel, is that right? 

Mr. Morse. I will say that across the board. 

Mr. ZetenKko. Across the board. 

Mr. Morse. Yes, sir. 

Mr. ZetenKo. Did you read the trust? 

Mr. Morsz. I think I did. 

Mr. Zerenxo. Are you familiar with it? 

Mr. Mors. Today, no. I read it before the previous hearings. 

Mr. ZrLtenKo. Will counsel read, please, to Mr. Morse, article 13 
of this trust ? 

Mr. ZINcKE (reading) : 

At any time the Grantor may release irrevocably, in whole or in part, any 
right or power granted to him in this Trust Agreement. Any such release shall 
be effected by the Grantor's executing and acknowledging, with the same formal- 
ity as required for the recording of a deed in the State of New York, an instru- 
ment in writing— 

Mr. ZeLenKo. Will you read that phrase again, please? 

Mr. ZIncKE (reading) : 

Any such release shall be effected by the Grantor’s executing and acknowl- 
edging with the same formality as required for the recording of a deed in the 
State of New York, an instrument in writing and by delivering such instrument 
to the Trustee. except that the death or incapacity of the Grantor shall, in any 
event, be deemed to constitute such a release. 

Mr. Morse, I assume your General Counsel’s Office approving this 
checked the requirements of the State of New York with reference 
to the recording of a deed? Is that a warranted assumption ? 

Mr. Morse. I do not make any assumptions at all. 

They told me that this document was acceptable to the Office of 
General Counsel, and I was willing to accept their assurance. 

Mr. ZeELENKO. Who told it to you? 

Mr. Morss. I do not know who specifically. The probabilities are 
that it would have been Mr. Seaver, the General Counsel, although 
I am not actually sure whether he was the one. 

Mr. ZeLenKxo. You agree, do you not, that the letter that we are 
talking about does not meet those requirements that counsel just read 
to you, does it? 

Mr. Morsse. This matter is a subject of a lawsuit, Mr. Zelenko, 
and whether it does or does not, I do not know. I am not ducking 
your questions. You and I do not agree on a lot of legal proposi- 
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tions, Mr. Zelenko, and I do not necessarily agree with you on this 
one. 

Mr. ZeLENKO. Let us say on this one. 

Counsel, go ahead. 

Mr. Zincxe. Let us assume a legal proposition here for a moment. 
Assuming that you are not familiar with the requirements for record- 
ing a deed in the State of New York. 

Mr. ZereNxo. What we want to do is find out whether he just 
handed you a piece of paper that was worthless or whether it met 
the terms of this trust, Mr. Morse. 

Mr. Morse. My understanding from Mr. Notarianni is that article 
13 says that the grantor may release irrevocably, in whole or in part, 
any right or power granted to him in this trust and he has to a 
in a certain manner. 

Mr. Zetenko. What is the manner? 

Mr. Morse. Do you wish me to read that sentence, sir? 

Mr. Zevenxo. Yes. 

Mr. Morse (reading) : 

Any such release shall be effected by the grantor’s executing and acknowl- 
edging, with the same formality as required for the recording of a deed in the 
State of New York, an instrument in writing and by delivering such instru- 
ment to the trustee, except that the death or incapacity of the grantor shall, 
in any event, be deemed to constitute such a release. 

Mr. Zincxe. Without belaboring the requirements of the State of 
New York for the recording of a deed, you will agree, Mr. Morse, that 
this instrument is not acknowledged ; will you not? 

Mr Morse. I will agree that this document of May 9, 1957, is not 
executed and acknowledged with the same formality as "required for 
the recording of a deed in the State of New York. 

Mr. Zincke. Thank you, sir. 

Did you have an opinion from your general counsel with respect 
to its effectiveness in the absence of such formalities? 

Mr. Morse. Not in so many words but, since they said that the 
document was satisfactory for the purpose fettindadk, that in effect 
was an opinion that it did not need to be acknowledged in the manner 
required by article 13. 

Mr. Zincxr. What was it intended to effect ? 

Mr. ZetenKo. I did not hear the end of your statement, Mr. Morse. 

Mr. Morse. I said, since they said that the document was satis- 
factory for the purpose intended, it was not necessary that it be ac- 
knowledged in the manner required by article 13. 

Mr. ZrteNKo. Mr. Morse, I should like to know who was it that 
passed this legal opinion over to you in your Department if anybody 
did? 

Mr. Morse. My understanding is that it was Mr. Elmer Metz, who 
was then in the office of General Counsel and who appeared as a 
witness a year ago. It is my further understanding that the docu- 
ment we are referring to, of May 9, 1957, is not the release referred 
to in article 13. 

Mr. ZetenKxo. What is it os to be, according to you? Give 
us your opinion of what this document is supposed to be. It is our 
understanding that what you said here was that Mr. Onassis was send- 
ing a letter to’ you in which he is giving up some of his powers of revo- 
cation. That is what you told us. 
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Mr. Morsr. I think what I told you is obviously in the testimony 
in the hearings of last year, and I am sure it is in substantially this 
language: that he will refrain from exercising any power to revoke 
said trust agreement or anything therein to the contrary notwith- 
standing if such revocation would result in a breach of any of the 
conditions contained in any agreement or agreements relating, and 
so forth. 

Mr. Zetenxo. I know that that is what it said, but I want to know 
this: That was one of these documents or steps that you say was 
taken to tighten up the trust so that he could not get everything back. 
This is one of the things that you were talking about. 

Mr. Morse. Has it been revoked, sir? It has not, tomy knowledge. 

Mr. ZetenKo. I am asking, Mr. Morse. If you do not understand, 
please tell me. 

This letter that we are talking about that was sent to you by Mr. 
Onassis in substance is supposed to say, “I am not going to use my 
rights to revoke. I am giving up some of my rights to revoke under 
this trust. I cannot call it off.” 

That is What you just told us this letter is supposed to be; did 
you not? 

Mr. Morse. Irrespective of what I said it was to be, it speaks for 
itself, Mr. Zelenko. You know that better than I. 

Mr. ZeteNKo. That is just what we are inquiring. Is that what 
you say the letter is supposed to be ? 

Mr. Morse. I say what the letter is supposed to be is what it reads, 
and precisely how it reads. I do not put any other import to this 
letter. 

Mr. ZetenKo. Mr. Morse, you were here before the committee last 
year and after the hearings you agreed that there were certain loop- 
holes in this trust in that it was not irrevocable and that you would 
tighten it up to make sure that the grantor could not revoke it. Then 
you agreed, just a little while ago, that this is the one document that 
you got in relation to the trust and which is supposed to tighten it up 
to prevent such revocation. Now you are telling us, “Read the docu- 
ment. It speaks for itself.” 

Mr. Morsr. I do not agree to anything, Mr. Zelenko. This is the 
document which we did obtain. 

Mr. ZeteNKoO. Well, did that satisfy you that that did away with 
some of Mr. Onassis’ rights to revoke ¢ 

Mr. Morss. It satisfied me; yes, sir. 

Mr. ZELENKO. We are suggesting to you, sir, that that letter does 
not meet the requirements of the trust and therefore it is worthless. 

Now, what we are trying to find out is this: You will agree, will 
you not, that the clause 13 of the trust states, and I think it is in simple 
language: 

At any time the grantor may release irrevocably, in whole or in part, any right 
or power granted to him in this trust agreement. 

You read that. Do you follow me with that ? 

Mr. Morsz. I have read it, sir. 

Mr. ZELENKO. This letter that we have been talking about, that gives 
up or is supposed to give up some right or power of Mr. Onassis; is 
it not? 

Mr. Morse. To answer you, all I would do would be to read article 
135 to you. 
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Mr. ZetenKo. No, I am asking you now about the letter that we are 
talking about, the letter of May 9. Is that not what all of us have 
agreed to here is supposed to be the giving up of certain rights or 
powers by Mr. Onassis under the trust ¢ 

Mr. Morsg. All that this document of May 9 says is that he consents 
and agrees that he will refrain from exercising any power to revoke 
said trust. 

Mr. Zetenxo. That is giving up a certain right and power, is it not? 

Mr. Morse. He says he will refrain from exercising any power. 
That is what it says here. 

Mr. ZeLen«Ko. I believe you were going to answer but you started to 
consult with your associate. 

Mr. Morsr. What is the question ? 

Mr. Zetenxo. I asked you whether or not this letter of May 9 that 
you got from Mr. Onassis gives up a certain power or some powers 
that he is supposed to have under the trust. 

Mr. Morse. I do not see that it says he gives up anything. He says 
he will refrain from exercising a power. 

Mr. ZeLenKko. Was it not part of your statement to the committee, 
or the understanding of the committee, that he was going to give up 
certain powers of revocation or certain powers to do away with the 
trust? Is that not what you told us last year you were going to have 
done? 

Mr. Morse. I am not going to say “Yes” or “No” on that, Mr. 
Zelenko. If you want the exact statement from the testimony last 
year, I will be pleased to review it and submit it for the record. 

Mr. Ze_enKo. Well, I think, Mr. Chairman, we had gotten assur- 
ances and you had gotten assurances that this trust would be tightened 
up or in substance. 

The Cuarrman. That was my understanding. 

Mr. ZeLenKo. Do you dispute that understanding, Mr. Morse? 

Mr. Morse. I do not know what your understanding was at all, Mr. 
Zelenko, but we endeavored to tighten it up and I am personally con- 
tent with this document we have obtained. 

Mr. Zevtenko. That is what I am talking about. You say that this 
document tightens it up, is that right ? 

Mr. Morse. Yes, sir. 

Mr. Zetenxo. By tightening it up, what you mean is, or it says, 
Mr. Onassis is giving up certain of his powers. 

Mr. Morse. It says that he will refrain from exercising a power. 
That is what the document says. 

Mr. ZetenKo. Under clause 13, any such document that he has to 
submit to you or any powers that he might refrain from have to have 
certain form, do they not, according to clause 13 ? 

Mr. Morse. A document which falls within the purview of clause 
13 has to be executed in a certain manner. 

Mr. SULERED. And this document was not executed in that manner, 
was it? 

Mr. Morse. Correct. 

Mr. ZetEnKO. Therefore, it is worthless, is it not ? 

Mr. Morse. That is your interpretation. I donot subscribe to it. 

Mr. Zevenxo. If clause 13 requires that any such document as the 
one of May 9 has to have a certain form and it does not have the form, 
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do you feel that this is protecting the United States Government under 
this agreement ? 

Mr. Morse. I feel that Maritime ade uately protected the United 
States Government by this document of May 9, 1957. 

Mr. ZELENKO. Even though it does not meet the requirements ? 

Mr. Morsr. If it is a section 13 agreement it may not strictly meet 
those requirements. I say if it is. I disagree that it is, but even if it 
fails to strictly meet those requirements I think that Mr. Onassis 
would havea very difficult time of revoking that trust. 

Mr. ZeLteNKO. Mr. Morse, I 

Mr. Morse. Do not argue with me, Mr. Zelenko. You and I are in 
disagreement on this. 

Mr. ZeLenKo. Mr. Morse, I have not even said anything to you. 
As a matter of fact, I was going to ask you. I was not going to argue 
with you. 

Mr. Morse. I apologize. I am sorry. 

Mr. ZeL_enKo. | am not arguing with you. I am trying to get plain 
meaning of plain words. You told us last year, Mr. Morse, that the 
basis of this entire transaction was this trust agreement. Is it or is 
it not ¢ 

Mr. Morse. The basis of the entire transaction ? 

Mr. Zevenko. The basis of this particular build-and-trade-out 
transaction was the trust agreement. 

Mr. Morse. No, sir. The basis of the trade-out-and-build program 
was the obligation to build new ships against trading out old ships. 

Mr. ZeLtenKO. I see. And the substance of it was “contained, or the 
basis of it was contained in the trust agreement ? 

Mr. Morse. The trust agreement was set up, as I understand, pri- 
marily for the purposes of establishing citizenship of the trust. 

Mr. ZeLenKo. And it also contains certain sections relating to the 
sale price or the valuation of ships. 

Mr. Morse. I have not looked at that for a long time, but there 
is a provision in this which does identify the price of the ships if 
they are to be transferred from one corporation to another, and that 
is for the purpose of preventing the dilution of the assets of the trust. 

Mr. ZeLtenko. That trust agreement was drawn by the Department 
of Justice, not by you. 

Mr. Morse. I will not say by whom it was drawn. It was not 
done by Maritime. I do not know who did draw it, whether it was 
counsel for the Onassis interests or whether it was counsel for the 
Department of Justice. I think they collaborated. 

Mr. ZeLenkKo. It was both. 

Mr. Morse. I think so. 

Mr. Ze.tenKo. Now, outside of this letter of May 9, 1957, what 
else was done to tighten up this so-called trust? 

Mr. Morse. It is my belief that nothing else was done as to the 
trust itself. 

Mr. ZeLENKO. Do you know, or does your counsel know, what the 
requirements are for the recording of a deed in the State of New 
York? Did you ever find that out ? 

Mr. Morse. I do not know, and I am advised by Mr. Notarianni 
that they did not check that. 
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Mr. ZetenKo. They did not check that, so that you cannot tell 
us at this time, then, not knowing what those formalities are, whether 
this letter of May 9 has any legal validity or not? 

Mr. Morse. I know that it does have legal validity. 

Mr. Zetenxo. What is that? 

Mr. Morss. I know that it does have legal validity. 

Mr. ZeLENKO. One more question. What do you base your knowl- 
edge on if you do not know the requirements of the New York law? 

Mr. Morse. It is a simple obligation in writing addressed to the 
trustee by the trustor and accepted by the trustee, a commitment by 
the trustor that he would not do certain things. 

Mr. ZetENKo. In any event, you did nothing about determining 
the legal validity of this document other than the opinion that you 
expressed ? 

Mr. Morse. Other than getting the views of our General Counsel’s 
Office that this document was acceptable. 

Mr. ZetenkKo. You will concede, Mr. Morse, that, if this document 
has no legal validity under the terms of the trust, then Mr. Onassis 
has given nothing up. I say that if it has no legal validity, suppose 
a court should hold that it has no legal validity, then he has given 
nothing up, has he? 

Mr. Morse. I would not care to characterize it in one way or the 
other. 

Mr. ZeLtenKo. But you did not see fit to check that document any 
further as to its purport or legal meaning other than you have ex- 
pressed up to this point. 

Mr. Morse. That is correct. We have hundreds of contracts that 
go through Maritime each year and if you expect me to review each 
of those contracts and have them double checked, we need a larger 
General Counsel’s Office than we can afford to have at the present 
time. 

Mr. Zetenxo. Do you mean to say that you do not check every- 
thing that goes co your office because you do not have enough 
of a staff? Is that what you are telling us? 

Mr. Morse. Everything is checked that goes through my office. 

Mr. Zetenko. You just said, “If you expect me to check, then I 
need a larger staff.” 

Mr. Morse. If you expect me to have double checks, is what I said. 

Mr. Zevenxo. All right. 

Mr. Zincxe. Mr. Morse, is the February 26 meeting the first time 
you met Mr. Onassis, or the meeting to which we referred? The 
date is not important. 

Mr. Morse. A quick check of my records show that February 26 
was the first occasion. 

Mr. Zincxe. That was the first time you met Mr. Onassis? 

Mr. Morse. Oh,no. In my office. 

Mr. Zincke. How many times have you met Mr. Onassis any place, 
Mr. Morse ? 

Mr. Morsr. I met Mr. Onassis once in Paris in, I think it was 1956. 
I had lunch, Mrs. Morse and myself had lunch with Mr. Onassis. 
I met Mr. Onassis in 1946 or 1947 on several occasions. I had lunch 
with Mr. Onassis in New York along with a group of twenty-odd 
people at the time the documents were signed. Now, I do not recall 
whether these were the trust agreements or the contract with the 
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shipyard. I have met Mr. Onassis February 26, 1958, March 18, 
1958, and March 25, 1958, in Washington. 

Mr. Zincxe. Who was present at the March 13 meeting? 

Mr. Morse. I beg your pardon? 

Mr. Zincke. Who was present at the March 13 meeting ? 

Mr. Morse. As I inal: the only one was Mr. Onassis. 

Mr. Zincxe. And what was the subject of your discussion at that 
time? Does it refresh your recollection, Mr. Morse, that that was the 
date on which you sent the letter to Captain Conway accepting the 
two foreign-flag tankers ? 

Mr. Morse. No, I made a note of what the subjects of discussion 
were and I am looking for it. 

Mr. Onassis mentioned two matters: One, what sort of a deal could 
be worked out on the trust building program. 

I told him he would not extend the building date for the big ship 
but that, if they put the two 46,000 tankers now building under 
United States flag, we would discuss scaling down the $8 million 
penalty. Nocommitment made. 

Secondly, he inquired if Mrs. Onassis or the trust bought a sub- 
sidized line whether the subsidized line would be permitted to own a 
foreign company which operates foreign-flag tankers. 

I said J though this was doubtful but I would check it out. 

Mr. Zincxe. Mr. Onassis, on March 13, purported to represent 
Victory Carriers and/or the trust in discussing this matter with you, 
did he not ¢ 

Mr. Morse. He did not. 

Mr. Zincke. Then he was appearing merely as a relative of the bene- 
ficiary of the trust and as a stockholder of a minority stockholder of 
the corporate obligor / 

Mr. Morse. That would be the basis on which I would describe his 
appearance. 

Mr. Zetenko. He was discussing this business of the trust, the 
transfer of the ships, and you tell us that there is nothing in the 
record to show that he had any interest other than that you know he 
was the father of the two children. 

Mr. Morse. I knew he had an interest as a shareholder in Ariona 
which owned a 25-percent interest. 

Mr. Zetenko. Did he tell you that he had authority to discuss the 
alteration of this contract ? 

Mr. Morse. No; he did not. 

Mr. Zetenxo. Are you in the habit of discussing contracts with 
people who do - have authority to discuss them ? 

Mr. Morse. I discuss contracts with people who have any interest 
in the contract. 

Mr. Zetenxo. Let me ask you: Do you know of your own knowl- 
edge whether or not Mr. Onassis had authority to discuss the altera- 
tion of this contract ? 

Mr. Morse. I have no such information. 

Mr. ZeLtenKo. And you nevertheless tell us that you discussed it with 
him ? 

Mr. Morse. I did discuss it with him. 

Mr. Zetenkxo. How can you discuss something with a person 
whom you do not know has authority to discuss it with you, whatever 
the subject is? 
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Mr. Morse. What was the question ? 

Mr. ZetenKo. I withdraw that. 

Frankly, it iscomplicated. Here is the person who comes up to you. 
You tell us that you know he has a minority interest, he is a relative 
of somebody that has an interest, and you discuss the alteration of a 
contract without knowing whether he has any authority to discuss it 
with you. Is that what you are telling us now ¢ 

Mr. Morse. I have told you that. 

Mr. ZetenkKo. Do you know that he has the authority ? 

Mr. Morse. I know he does not have. 

Mr. ZeLENKO. How long did this c ee sation take ? 

Mr. Morsr. Probably a vhalf hour. I do not recall distinctly. 

Mr. Zevenxo. Did you ask him whether he had any authority to 
discuss this thing with you? 

Mr. Morsz. No. 

Mr. ZeLtenko. You assumed that he had ? 

Mr. Morse. I knew hedidnot have. Oh, to discuss ? 

Mr. ZeELENKO. Yes. 

Mr. Morse. He did not have to ask anyone’s permission to discuss 
it with me. 

Mr. ZetenKo. Not permission to talk to you. I am asking you this. 
You say that you know he had no authority to discuss the ‘alteration 
of this building contract and nevertheless you sat down and spoke 
about it with him? 

Mr. Morse. I did not say he had no authority to discuss it. I said 
he had no authority to amend the building contract. 

Mr. Zetenxo. That is what he was disc ussing with you, was he ip ? 

Mr. Morse. That is correct. He could talk on his own as having : 
minority interest in the venture. 

Mr. ZeLeENKO. You do not know whether he has a minority interest ? 

Mr. Morse. We have gone over that, sir. 

Mr. ZeLtenxo. I am going over it again, if you do not mind. You 
told us before that you do not have any record of his interest ? 

Mr. Morse. That is not the fact. I reported what his interests were 
in Ariona Corp. prior to 1955, and I reported to you that I would 
check when I went back to my office to find out what our records show 
as to his interest subsequent to 1955. 

Mr. Zincke. In any event, Mr. Morse, on March 13, you discussed 
with Mr. Onassis the question of the change in this contract, a substi- 
tution of the foreign-flag tankers, and the possibility of an adjust- 
ment with respect to > the liquidated damages, did you not ? 

Mr. Morse. Yes, sir. 

Mr. Zincxe. On the same day, you wrote Captain Conway on the 
same subject, indicating your assent to such a program. Now, was 
that letter written before or after you talked to Mr. Onassis? 

Mr. ZeLenxo. Or while he was in the office. 

Mr. Morse. It was not written while he was in the office, Mr. 
Zelenko. Whether it was done before or after, I have no recollection, 
and I would have no way of checking our records to find out. 
Admiral Ford reminds me that at the meeting on March 13, in addi- 
tion to Mr. Onassis and myself, there was Mr. Conway and Admiral 
Ford. 

Mr. ZeLENKO. Well, the same day that Mr. Conway and Mr. Onassis 
were in your office, you wrote them a letter, did you not ? 
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Mr. Morse. The letter is dated March 13, 1958. 

Mr. ZeLenKo. The very same day, and you addressed it to 655 Madi- 
son Avenue, New York. 

Mr. Morsr. I do not havea copy in front of me, but I can accept your 
statement. 

Mr. ZeELENKO. Will youtake my word ? 

Mr. Morse. Certainly. 

Mr. ZeLteEnKo. These men were in your office. Did they help you 
dictate that letter to them ? 

Mr. Morse. No, Mr. Zelenko. You are insulting, sir. 

Mr. ZeLenKo. If Lam, I apologize. 

Mr. Morse. I think I am entitled to an apology. 

ane ZELENKO. I apologize for what you might consider an insult, 

*, but not af trying to get inform: ition ‘from you. 

or rs Morse. I have no objection to giving information. 

Mr. ZeLtenKo. I will try to remember. Was this letter written be- 
fore, during, or after they left your office ? 

Mr. Morse. I do not distinctly recall, but the probabilities are that 
it was written afterward. 

Mr. ZeLenKo. Did you write me a letter the same day, if you 
remember ¢ 

Mr. Morse. I think my records show I did not; that, at your request, 
my recollection is that there was something in the newspaper, and 
you telephoned several days later and I reported that there was a 
letter and I sent it over to you. 

Mr. ZetenKo. I do not want to insult you, but I am going to refresh 
your recollection. You just told me your recollection is that you did 
not write me a letter that day. I have a letter here, dated March 13, 
1958, addressed to me, and may I ask whether you will look at that? 

Mr. Morse. Yes; I havea copy here. 

Mr. ZELENKo. Does that refresh your recollection ? 

Mr. Morse. It shows that I sent you a letter dated March 13, 1958. 

Mr. oe I see. This question did not insult you, did it? 

Mr. Morse. Not in the slightest. 

Mr. Zevenko. All right. What did you tell me in that letter? 

Mr. Morse. Do you want me to read it to you, sir? 

Mr. ZetenKo. Well, you can read it over, if you want to; either the 
whole thing or just to refresh your rec ollection. 


Mr. Morss (reading) : 


Your letter, dated March 11, 1958, related to an article in the New York 
Herald Tribune concerning the ship-construction program of the Onassis interests. 
Officials of Victory Carriers, Inc., the contracting party and representing the 
Onassis interests, have discussed with me the possibility of extending, beyond 
August 31, 1960, the time within which to complete the construction of the 
106,450-deadweight-ton tankship, identified as builders hull No. 1681. It appears, 
therefore, that the article mentioned in your letter is substantially correct. 
After due consideration of the proposal, we decided that the request could not 
be given favorable consideration, and, by letter, advised Capt. Granville Conway, 
president of Victory Carriers, Inc., that we were not disposed to grant a delay 
in the completion date of the vessel. Captain Conway was further advised that 
failure to complete the construction on time and to document the vessel for 
operation under United States laws would constitute a default in the contract. 
Our letter also indicated to Captain Conway that we would give consideration to 
any plan which he might care to submit under which smaller vessels, whose 
aggregate tonnage would equal 106,450 deadweight tons, would be constructed 
in the United States for United States registry in substitution for the large vessel. 
Sincerely yours. 
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Mr. ZeLtenko. Was that letter written before, during, or after these 
people were in your office 

Mr. Morse. I do not have any recollection one way or the other, 
Mr. Zelenko. 

Mr. ZeLtenko. All this took place on March 13, did it not; the signed 
letter to me, the meeting with Mr. Onassis and Captain Conway, and 
the letter to him to Madison Avenue? 

Mr. Morse. Yes, sir. 

Mr. ZELENKO. Sometime on April 2, you sent a letter down to the 
committee, did you not ? 

Mr. Morse. If you would identify it to me, I would say yes or no. 

Mr. ZeLENKo. Let me read a letter. 

Mr. Morse. I would rather see the whole letter, sir. 

Mr. ZELENKO. Here it is. Do you remember that letter ? 

Mr. Morse. I[ did not send such a letter to the committee. If my 
recollection is correct, I think that is a letter that I sent to Mr. Bonner 
on an informal basis, asking him if he would be willing to accept such 
a letter. 

Mr. ZetenKko. Well, it indicated some of your thoughts on this en- 
tire subject, did it not? 

Mr. Morse. Yes, but I want to be factual about whether I sent such 
a letter to the committee. 

Mr. ZELENKO. Yousent itto Mr. Bonner. I will accept your version. 

Mr. Morse. As a trial balloon to find out whether Mr. Bonner 
wanted such a letter to be sent to the committee. 

Mr. Zetenko. I refer you to the bottom of page 2 of that letter, 
and read what you told Mr. Bonner informally, or otherwise. This 
was on April 2,3 weeks after March 13. 

Mr. Morse. I do not seem to have a copy of that in this file. Could 
I borrow that for a moment, Mr. Zelenko ? 

Mr. ZeLenko. Yes. 

Mr. Morsr. What was your question, sir? 

Mr. ZeLenKo. Well, in that letter, on the bottom of page 2, what 
do you say ? 

Mr. Morse (reading) : 

I personally feel, however, that it is more desirable for the Government to 
obtain two 46,000 tonners, hulls Nos. 1661 and 1662 (under American flag in 
satisfaction of the obligation to build hull Nos. 1671 and 1672) and it would 
be to collect the liquidated damages. While the authority is vested in me 
to permit the action proposed by Captain Conway and I am inclined to the 
view that such amendment would be to the advantage of the Government, 
nevertheless because of the previous hearings on this matter before your 
committee I will not approve any change without receiving prior concurrence 
from the committee. 

Mr. Zetenxo. That is on April 2, but on March 13 you submitted 
a proposal to them, did you not, changing the contract, suggesting 
a change? 

Mr. Morse. That is done with a verbal statement to him that it 
could not become effective unless and until it had been checked out 
with the committee and the Department of Justice, and Captain 
Conway was aware of that fact. 

Mr. Ze_enxo. A verbal statement to whom, to Mr. Onassis? 

Mr. Morse. Captain Conway. 

Mr. ZeLenxo. Let me get this right. 
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You send them a letter on March 13, either before, during, or after 
they are in your office, in which you propose the substitution or 
change in the contract. 

On April 2, you write to Mr. Bonner, formally, informally, or other- 
wise, saying that— 

I will not approve any changes. What do you think we should do? 


That is just about what we are talking about now, is it not, re- 
peating it in substance ? 

Mr. Morse. I said very clearly in that letter to Mr. Bonner what 
I favored doing. 

Mr. ZeLENKo. But you said: 


I will not approve it unless the committee O. K.’s it. 


Mr. Morse. That is correct, because I had made a commitment in 
the hearings of the previous year that I would not make any changes 
without first advising the committee. 

Mr. Zetenxko. But on March 13, almost 3 weeks before, you sub- 
mitted a proposal and now you tell us that there were some oral 
commitments or oral statements that took place. 

Mr. Morse. There were, yes, sir. 

Mr. Zevenko. But they do not appear in your letter of March 
13, do they ? 

Mr. Morse. The letter speaks for itself. It shows that there are 
open ends on the deal. 

Mr. Ze_enko. Just a minute. It was your proposal on March 
13 that they go into some changes in the contract, was it not? 


Mr. Morse. It s: Lys: 


Consideration has been given to your offer to substitute builders hulls Nos. 
1661 and 1662 now under construction. 

And so forth. 

Mr. ZeELeENKO. Yes. 

Mr. Morsr. I will skip down to the next paragraph: 

The Martitime Administration is willing to accept builder’s hulls 1661 and 
1662 in place of builder’s hulls 1671 and 1672 for documentation and opera- 
tion under United States laws providing they can meet all necessary qualifica- 
tions for American flag documentation. Under those circumstances, earlier 


delivery of the 46,000-ton vessels for United States flag would merit further 
consideration with regard to your contractual obligations. 


Mr. ZetenKo. There is nothing in there about the fact that you were 
going to get the concurrence of the committee or speak to the com- 
mittee about it at all. There is nothing in that letter, is there? 

Mr. Morse. No. 

Mr. ZELENKO. That was the proposal on your part? 

Mr. Morse. You can call it a proposal, if you wish. This is a let- 
ter and I have stated to you that Captain Conway was advised, and 
Mr. Seaver can confirm it verbally, that before any changes in the 
contract would be made we had to first check it out with the commit- 
tee and the Department of Justice. 

Mr. ZELENKO. You told that to Captain Conway ? 

Mr. Morse. That is what I have said a number of times, sir. 

Mr. ZretENKO. Why did you not put it in the letter? You were 
acting for the United States Government. You were giving the Gov- 
ernment a certain position, were you not? 
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Mr. Morse. Why it was not put in the letter is a mere oversight. 

Mr. ZELENKO. It was a what? 

Mr. Morse. A mere oversight. 

Mr. Zetenxo. A mere oversight. But you have a distinct recollec- 
tion of this oral addendum, have you not? 

Mr. Morse. I have, sir. 

Mr. ZetenKo. Who did you tell that to? 

Mr. Morse. Captain Conway. 

Mr. Zetenxko. And Mr. Onassis? He was there, was he not? 

Mr. Morsr. I do not recall whether the statement was made to Onas- 
sis or not, but Captain Conway was advised, and I think Captain Con- 
way confirms that in his letter to us of April 15, 1958. 

Mr. Zetenxo. If you were so solicitous of the committee’s interest, 
why did you not let the committee know at that time that you were 
proposing the change in the contract ? 

Mr. Morse. I came over to see the committee on two occasions. I 
do not recall the date of the first occasion. It must have been just 
about this time. 

The second occasion was on April 28, 1958. 

Mr. Zetenxo. April 28. April 28. 

Mr. Morsr. The second occasion. 

Mr. ZectenKo. And the first one was March 25. 

Mr. Morse. The date Ido not recall. I can check it. 

Mr. ZecenxKo. Let me get this right. You told us, you just finished 
telling these people that you had to get everything straightened out 
with the Department of Justice. 

Mr. Morse. On March 25, Mr. Onassis, Captain Conway, and my- 
self came in to see you. 

Mr. ZetenKo. That is right. That was 2 weeks after you wrote 
this letter. 

Mr. Morse. Allright. What is the point? 

Mr. ZeLENKO. I willask the questions, please. 

You had just. finished, on March 13, telling, as you say, Mr. Con- 
way and Mr. Onassis that you had to get the O. K. of the committee 
or you wanted to tell them about it although you did not put it in 
the letter by oversight. But between the 13th of March and the 25th 
of March, did you notify anybody in the committee formally, in- 
formally, or otherwise, that you were proposing a change in this 
contract ? 

Mr. Morse. I honestly do not recall whether I did or did not. I 
think I probably did. 

Mr. ZetenKo. To whom did you speak ? 

Mr. Morse. I have spoken to Jack Drewry on occasions. I have 
spoken to Congressman Tollefson on occasions. I have spoken to 
Mr. Bonner on occasions, and I have spoken to Mr. Allen on occasions. 

Mr. ZetenxKo. I am talking about between the 13th of March and 
the 25th of March. 

Mr. Morse. I honestly do not know whether I called anyone at the 
committee between those dates. 

Mr. ZevtenKo. I see. Yet, on April 2, you wrote to the chairman 
informally, and said you would not approve any changes unless the 
committee approved. 

Mr. Morse. I sent a memo to Mr. Bonner. 

Mr. ZeLENKO. Yes. 
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Mr. Morsz. I think it was April 2; right in that period. 

Mr. Zetenxko. This is my last question. Did you indicate, in that 
memo of April 2, that on the 13th of March you had already pro- 
posed the change! 

Mr. Morse. Well, I would have to read over that letter of April 2. 

Mr. ZELENKo. Here it is. 

Mr. Morsg. I came to see Mr. Bonner on March 19 with Admiral 
Ford, saw Mr. Bonner and Mr. Allen and Mr. Tollefson about this 
proposal, and I mentioned at that time that I was discussing with 
Captain Conway making modifications of this contract. 

Mr. ZetenKko. Had you indicated to them that you had approved 
it already ? 

Mr. Morsz. I do not recall. 

Mr. Zetenko. That is what I want to know. 

Mr. Morss. I did not approve any modification. 

Mr. Zetenxo. Did you indicate to them that you had proposed 
these changes by your letter of March 13? 

Mr. Morse. The letter of March 13 speaks for itself, and it says: 


Consideration has been given to your offer. 


I do not care whether you say I proposed it or they proposed it. 
Mr. ZELENKO. You approved it, did younot? Yousaid: 
We are willing to accept it. 


Mr. Morse. Correct. 

Mr. Zerenko. Had you indicated to the members of the committee 
at that time? 

Mr. Morse. I think I told the committee at that time that I was 
in favor of going ahead with some modification; I would rather have 
ships under “American flag than to collect an $8 million penalty. I 
still feel that way, and, on the meeting on April 28, 1958, I told the 
Congressmen, Mr. Bonner, Mr. Tollefson, 3 Mr. Al len, Mr. Zelenko, 
and Mr. Kluezynski, and there were two of their counsel in addition 
to Mr. Drewry. I told them. 

In substance, I said the purpose of the meeting was to report to 
the committee on the status of the Onassis contrac ts; that I felt I 
was frozen by my previous statement at the committee, at hearings a 
year ago; and that I hereby now say that I am going ahead and do 
what I think is in the best interests of the Government without being 
obliged to give prior advice to the committee of the proposed modifi- 
cations. 

Mr. ZetenKo. Did you also tell us that your hands were tied by the 
Department of Justice; that you would have to get their O. K. on 
what you did? 

Mr. Morse. I will read the entire memo I made: 

Of course, having referred matters to Justice to collect liquidated damages, 
I would have to obtain their concurrence to any modification. 

Mr. ZetEeNnKo. Did you also tell us that, because of the trust agree- 
ment, you would have to get their O. K.? 

Mr. Morse (reading) : 

Whether I would have to obtain Justice concurrence solely because of con- 
ditions of trust agreement or settlement agreement I was not in a position to 
state. Also stated that if I give title 11 insurance—and I will do so if it is 


necessary in order to get ships built—I will require net worth and working 
capital of a size such that a default would be improbable. Also mentioned 
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fact we were having difficulty finding economic feasibility as to Niarchos big 
tanker. I stated to Mr. Bonner that it was clear that I received no blessing 
or release or commitment from the committee, and that any action, I take it, 
is at my own peril. 

Mr. Zincke. Mr. Morse, getting back to this discussion of the 
March 13 meeting and the letter that you wrote on that day, may I 
see if your rec ollection has been somewhat refreshed? Your previous 
statement was that you did not recall whether the letter to Captain 
Conway was written before or after the meeting with Captain Con- 
way and Mr. Onassis. You have subsequently stated that you, at 
that time, made an oral statement to Captain Conway that the letter 
contained or would contain a reservation that the offer was made 
subject to the approval of the committee. Am I paraphrasing your 
statements correctly ? 

Mr. Morse. I would put it this way. 

Mr. Zincke. Put it in your own language, please. 

Mr. Morse. That Captain Conway was advised that any variations 
of the existing contract would first have to be approved by the com- 
mittee before they could become effective. 

Mr. Zincker. Now, does that refresh your recollection as to whether 
you had previously written a letter, or subsequently wrote it on that 
date, before or after that statement was made to Captain Conway ? 

Mr. Morse. We could check our records. This letter was written 
on March 13, 1958, by Mr. Notarianni. Our records might indicate 
the time on the date although I doubt it. The meeting on March 13; 
well, my notes do not indicate when the meeting was. We had a 
meeting with Captain Conway, and this shows Onassis, whether he 
was there or not, on February 26, also. 

Mr. Zincke. Yes; we discussed that one. 

Mr. Morse. I cannot tell you now whether the letter was signed 
before or after the meeting or the letter was dictated before or after 
the meeting with the group on March 13. 

Mr. Zrncke. Since it was distated by Mr. Notarianni, it is a fair 
statement that it was dictated without any knowledge of your discus- 
sion with Captain Conway and Mr. Onassis on that day. 

Mr. Morse. No; that is not a fair statement at all. 

Mr. Zincke. You have just stated that one of the vital matters that 
you discussed is not contained in the letter. 

Mr. Morse. That may be so. 

Mr. Zrncke. You say it was based on oversight, rather than igno- 
rance, in the preparation of the letter. 

Mr. Morse. I do not ascribe any name to its omission on the part of 
Mr. Notarianni. 

Mr. Zrncxke. In any event, it was omitted by Mr. Notarianni and 
omitted by you in your reading the letter and signing it. 

Mr. Morse. That is correct. 

Mr. Ze_ENkKo. I have just one more question. Did you turn over to 
the Department of Justice this letter of May 9, the one that you 
referred to in your statement where you said you got a document in 
which he agreed not to revoke the trust? That is your characteriza- 
tion of the May 9 letter from Mr. Onassis. Did you turn that over to 
the Department of Justice at the time you got it ? 

Mr. Morse. At the time we got it ? 

Mr. ZevenKo. Yes. 
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Mr. Morse. I do not think so. 

Mr. ZeELENKO. Well, you have indicated last year and, I think, now, 
but particularly last year, that that trust agreement was pec uliarly 
within the province of the Department of Justice. You told us today 
that they drew it up in collaboration with Mr. Onassis’ lawyers. Why 
was it that you did not turn over the supposed agreement that he sent 
to you to the Department of Justice when you got it? 

Mr. Morse. There was no reason to do so, in my opinion. 

Mr. ZeLtenKo. Did you not feel that the Department of Justice was 
concerned in anything that happened to the trust agreement ? 

Mr. Morse. Frankly, I do not recall having seen this document 
before today. 

Mr. ZeLenko. The letter of May 9? 

Mr. Morse. Yes, sir. I do not distinctly recall having seen it one 
way or the other, but if I did see it, I would have seen no reason to 
send it over to the Department of Justice. 

Mr. ZeLENKO. Justa minute. Youdo not recall ? 

Mr. Morse. Lam making a statement, sir. 

Mr. Zevenko. All right. 

Have you finished ? 

Mr. Morse. Yes. 

Mr. Zecenko. All right. You have just told us that you do not 
recall seeing this document of May 9 before today. Yet you come 
here with a prepared statement and on page 9, you say : 

Mr. Onassis has delivered to the Maritime Administration a document in which 
he has agreed not to revoke the trust. 

Mr. Morse. I was referring to the original. I do not recall ever 
having seen the original document. 

Mr. ZeLenKo. Well, what do you mean ? 

Mr. Morse. The signed document. 

Mr. ZeLeNKo. Do you mean as a distinction between the copy which 
counsel just gave you and the original which your Department is 
supposed to have gotten / ? Is that what you are trying to tell us? 

Mr. Morsr. I am saying to you that I do not recall ever having seen 
the signed document dated May 9, 1957. 

Mr. Zetenko. In other words, you do not recall ever having seen 
this proposed revocation, dated May 9, until you came here today? Is 
that what you are telling us / 

Mr. Morse. I am telling you that I do not recall ever having seen 
the original signed document of May 9, 1957. 

Mr. Zetenko. That is what we are both talking about. 

You saw a copy of something which you alluded to in your statement. 

Mr. Morse. Correct. 

Mr. Zetenko. And you said you never saw the original? 

Mr. Morse. I do not recall ever having seen the original. 

Mr. ZeLenko. How could you draw a statement which you read to 
us today in which you say : 

Mr. Onassis sent us a document in which he agreed not to revoke the trust. 
Did you see your own statement before you came here today ? 

I withdraw that. I do not mean to be argumentative. I am very 
sorry. 

Mr. Morse. I did see the statement before I came here today. I do 
not see all documents that come through Maritime, Mr. Zelenko. 
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Mr. ZetenKo. Then what were you talking about when you read us 
the statement on page 9: 

Mr. Onassis has delivered to the Maritime Administration a document in 
which he has agreed not to revoke the trust. 

Mr. Morse. Obviously, the original of this document of May 9, 1957, 
Mr. ZeLENKO. But you told us just now that you do not recall ever 
having seen it. 

Mr. Morse. So what? What does that mean? 

We have thousands of documents coming in to Maritime. Do you 
think I see every one? 

Mr. Zetenxo. But in your statement, Mr. Morse, you particularly 
tell the committee now that he delivered a document in which he agreed 
not to revoke the trust. 
You are also telling us 

Mr. Morse. I am being factual. We have that document in Mari- 

time. What are you getting at? 

Mr. Zevenxko. I am ‘trying to find out what you are getting at. 

You say you do not re all ever having seen a documen it and yet you 
come here today in a prepared st: :tement and tell us that such a docu- 
ment was delivered to you. 

Mr. Morse. Mr. Notarianni, do we have the original document at 
Maritime? 

Mr. Norartannti. Yes,sir. We have it. 

Mr. Morse. What more do you want, sir? 

Mr. ZeELENKO. Isthata statement ? 

Mr. Morse. Yes, sir. 

Mr. Zetenko. All right. 

Will you tell us if you can, sir, how much money the trust made on 
the transfer of these ships to foreign flag ? 

Mr. Morse. Income? 

Mr. ZELENKO. Gross income, any other way. Give us the figures. 
Mr. Morse. The vessels had a value under ‘foreign flag of about $8 
million more than they did under American flag. In addition, during 
the Suez situation, Captain Conway effected a ‘charter of the t: inkers, 
the 12 tankers to Esso Tanker Co., I believe, or Standard of New 
Jersey, for 39 months, as I recall he told me, at a rate of seven dollars 
and a half a deadweight ton and the net proceeds of that charter I 
believe is in the neighborhood of $35 million to $40 million. 

Mr. Zetenko. You are not talking from the records now but from 
your memory of the records, is that right, or do you have any records 
from which you have given us these ‘figures ? 

Mr. Morse. We have records from C: aptain Conway showing the 
projections of the earnings of the vessels. 

Mr. ZetenxKo. Can you read us the figures from those? 

Mr. Morse. If I read these figures rightly, and they are a cash 
rojection, March 1, 1958—June 30, 1956, it is a type of paper dated 
‘february 20, 1958. It shows the t: ankers would earn a net $26,502,000 ; 
the Liberty S, $180,000; the Victorys, a net $1,553,000. 

Mr. ZELENKO. There is enough money in that trust now to build 
these three ships, is there not ? 

Mr. Morse. Not in the trust in cash today but there will be between 
$20 million and $25 million in eash in the till by the termination of 
the charters after paying the mortgages and old taxes owed to the 
Government and other inde btedness. 
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Mr. ZeLENKO. There would be enough money to build those ships, 
would there not? 

Mr. Morse. The ships will cost $51,300,000. 

Mr. ZeLENKO. There will be about $30 million. 

Mr. Morse. Between $20 million and $25 million. 

Mr. ZeLeNKo. That will be enough to build the ships. 

Mr. Morse. They would have to finance the balance of it, of course. 

Mr. ZeLenxKo. And in spite of that, you approved not going ahead 
with the two ships and you feel that they have a right not to go ahead 
with this? 

Mr. Morse. I have not indicated my feeling one way or the other 
as to their right to go ahead or not go ahead. 

Mr. ZeELENKO. Did you not tell them it would be all right if they 
substituted some other ships for these? They told you they did not 
want to go ahead with these ships and you said, “Well, that is all right. 
If I get approval, it is all right with me. You can substitute others.” 

Now you are telling us they have about $30 million coming in here. 
Is that protecting the Government? 

Mr. Morse. What I told you was that I would prefer to have ships 
built and put under American flag than to collect $8 million liqui- 
dated damages. 

Mr. ZeLENKO. Just a minute. How much money have they got in 
now ? 

Mr. Morse. The projection shows they will have in the neighbor- 
hood of $25 million by the termination of the charter. 

Mr. ZeLenNKo. That would be enough to go ahead with these two 
46,000-ton ships right now, would it not? 

Mr. Morse. Not without additional financing. 

Mr. ZeLenNKo. But it would be enough for them to go ahead. 

Mr. Morse. No prudent businessman would start anything unless 
he had money in hand so that he could complete the ships. 

Mr. ZELENKO. Did you not indicate last year to the committee that 
these folks were not going to go after Government financing ? 

Mr. Morse. I did not indicate that. They told you they would 
not. 

Mr. ZetENKo. You told us, too. We asked you whether they were 
applying for a mortgage and at first you told us “yes,” and then you 

said “No, the form was wrong,” they were not going to go after a 
Government mortgage. 

Mr. Morse. If I so stated to you it is in the record. 

Mr. ZeLENKO. So they would have what anybody would have in the 
shipbuilding business now. They would have enough money to start 
their ships. 

Mr. Morse. Well, that is a matter of opinion, Mr. Zelenko. 

Mr. ZELENKO. What is your opinion { 

Mr. Morse. My opinion is I would not spend $25 million on a $50 
million obligation unless I knew I had the funds in hand to complete 
the oblig gation. 

Mr. ZeLtenko. Would you have enough to go ahead with one 
46,000-ton ship with $25 million ? 

Mr. Morse. Certainly they could complete it. 

Mr. ZeLenKO. Did you not propose to them, “Well, go ahead and 
complete one ship, then,” if you were interested in getting ships built? 
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Mr. Morse. On their obligations for the two 46,000-tonners the keel 
laying does not occur until subsequent to the keel laying of the big 
ship, and if I were a prudent businessman I would not do anything un- 
less I got the whole deal settled. 

Mr. ZELENKO. Yes, but you are here to see that the Government gets 
certain ships built under this contract. 

Mr. Morse. You bet I am. 

a ZELENKO. Right; and you permitted by signing contracts last 

ear the transfer of certain ships out foreign. 

ge Morse. Correct. 

Mr. Zecenko. And by transferring these ships out foreign they were 
able to pay lower wages so that they would get more income. Is that 
not part of the deal ? 

Mr. Morse. Well, that was the result. 

Mr. ZeLENKO. Well, they threw American seamen right off the ships, 
did they not ? 

Mr. Morse. As soon as they transferred the vessels to foreign regis- 
try, lam sure they did. 

‘Mr. ZeLtenKo. About how many men got thrown off? 

Mr. Morse. Between 35 and 40 per ti anker. 

Mr. ZeLENKO. How many vessels? 

Mr. Morse. Twelve tankers and two Libertys. 

Mr. Zecenxo. That would be about 400 or 500 men. 

Mr. Morse. Forty times 14 is 560. 

Mr. Zetenxo. Then I think you agree we had evidence last year that 
they get big income-tax breaks on this by having them under foreign 
flag. 

Mr. Morse. That is true of anyone having vessels under foreign 
flag. 

Mr. Zetenko. And, as a result of that procedure, this trust has 
taken in and will take in about $30 million; is that right ? 

Mr. Morse. They will end up having about $25 million cash in the 
till after paying all obligations. 

Mr. Zetenko. And if they ran these ships under American instead 
of transferring foreign, they would not have anywhere near that, would 
they ? 

Mr. Morse. They certainly would not. 

Mr. Zetenko. They might not have even $5 million left; is that 
right ? 

Mr. Morse. I would not even hazard a guess. 

Mr. ZeLenko. Then they come to you and tell you, “Look, we can- 
not go ahead with these two ships now,” and you write them a letter 
and say, “Well, it is all right with the United States Government.” Is 
that not in substance what happened ? 

Mr. Morse. The letter speaks for itself, and my previous comments 
speak for themselves, Mr. Zelenko. 

I am delegated the authority by the Congress of the United States 
to run this activity, and I am going to run it until it is removed from 
me or Iam removed from office. 

Mr. ZeLenko. Isee. You are going to do everything your own way 
until you are removed or until you resign ? 

Mr. Morse. Correct. 

Mr. ZetenKo. Whether it is good for the Government or is not good 
for the Government. 
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Mr. Morse. I am obligated to exercise my own discretion, and I 
will do so. 

Mr. ZeLENKOo. You did not suggest to them that if they only had $25 
million to go ahead and build one of these ships, did you’ 

Mr. Morse. We discussed all sorts of possibilities. 

Mr. ZeLtenKo. They told you that they could not go ahead with the 
two ships and therefore you were going to approve putting something 
else into the trust ? 

Mr. Morse. They said they were unwilling to do anything unless 
they got an overall settlement of the entire problem. 

Mr. Zetenxo. Is that not just a case of a Sosliselenhien coming in, or 
a group of businessmen coming in when a market is good and making 
an awful lot of money and going through this deal with the Govern- 
ment and now business may not “be so good and they want to get out 
of it. Is that not what this cancellation of these vessels amounts to? 

Mr. Morse. Not in my opinion; no, sir. 

Mr. ZELENKO. What is it, then ? 

Mr. Morse. This is a situation where Captain Conway advises me 
that they cannot arrange financing for the building of three ships 
without mortgage insurance assistance and we have told them that we 
would not provide mortgage insurance until we first cleared it with 
your office, with the committee. I am a little confused. I was think- 
ing now of the Niarchos proposal. 

Mr. ZeLtenko. Wait a moment. You told us a minute ago you are 
going to run this Department the way you see fit. Under the law, you 
do not need the concurrence of the committee to approve mortgage 
insurance, do you ? 

Mr. Morse. No, sir; but, in the hearings last year, I said before I 
would make any changes in the program I would check it out first with 
the committee. 

Mr. Zetenko. And the committee has told you constantly and re- 
iterated to you that you run your Department any way you wish, but 
we will check into the deal if we think something is wrong. Is that 
not the substance of the conversations ? 

Mr. Morse. Wait a minute, here. If you are saying that the com- 
mittee did not ask me to clear with them before any variations were 
made in the contract, let us look at the record. 

Mr. Bonner specifically asked me at the conclusion of the hearings 
last year. 

Mr. ZeLENKo. Then why did you not do it before you sent the letter 
of March 13 to these people? That is what I am getting at. 

You sent them a letter and said, “It is all right with us,” but you 
did not go to the committee, did you, sir? 

Mr. Morse. There are two answers to that. 

Mr. ZeLeNKo. Give us the correct one. 

Mr. Morse. Both are correct. Firstly, are you contending that J 
was not even permitted to talk to anyone? 

Mr. ZELENKo. I am not contending anything, sir. 

Mr. Morse. Let me finish now. 

I am contending that the comment I made to Mr. Bonner last year 
did not prevent me from talking to the Onassis Trust people. 

Secondly, I have said innumerable times this morning that the 
letter of March 13 was subject to a verbal statement to Captain Con- 
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way that we would do nothing until we first checked it out with the 
committee. 

Now, I do not need to repeat that any more, I am sure, Mr. Zelenko. 

Mr. ZELENKO. Now, Mr. Morse, let me ask you this: W hen you found 
out on April 15 that these people had intended to cancel this contract, 
how soon after that did you contact the Department of Justice? 

Mr. Morsr. The documents were sent over to the Department of 
Justice on May 1, 1958. As to whether I had talked to them or some- 
one from our office had talked to them ahead of time saying we were 
sending them over, I am sure I did not talk to anyone in the Depart- 
ment of Justice, but the General Counsel’s Office may have done so. 

The Cuarrman. Mr. Morse, I want to ask you this. In the discus- 
sion of the substitution of the foreign flag tankers under construction 
in the United States for the tankers to be built under this trust, you 
and Admiral Ford discussed it with Mr. Onassis and Mr. Conway. 
7 were the only four in the discussion so far? 

r. Morse. I have talked to Captain Conway about this whole pro- 
gram innumerable times. 

The Cuatrrman. I understand that, sir. These four names have 
been mentioned. 

Now, did anybody else in Commerce discuss this matter with you? 

Mr. Morse. In the Department ? 

The CHarrman. Yes, sir. 

Mr. Morse. No, sir. 

The CuatrmMan. No one else in Commerce or outside of Commerce, 
we might say, then, discussed this matter with you? 

Mr. Morse. No, sir. 

Wait a minute, here. Outside of Commerce? I have talked to you 
gentlemen. 

The Cuarrman. I understand. We understand that, sir. 

Mr. Morsr. I have not discussed this problem with anyone in the 
Department of Commerce other than Maritime people. 

The Cuarrman. That is all. 

Mr. Totierson. I would like to ask 1 or 2 questions. 

The Cuatrman. Mr. Tollefson. 

Mr. Totierson. When you were discussing this matter of Mr. Onas- 
sis having stock in Ariona, you looked at some piece of paper from 
Mr. Notarianni. Was it my understanding that, as a matter of record, 
in the Maritime you knew as a fact that “Mr. Onassis did own some 
stock in Ariona ? 

Mr. Morse. Yes,sir. This was in 1955 and I indicated that I would 
check our records subsequent to 1955 if we had similar information for 
Ariona subsequent to 1955. 

Mr. Morse. No, sir. 

Mr. Totterson. Would it be a fair statement to say that you assumed 
that he continued his ownership of stock in Ariona? 

Mr. Morse. Yes, sir; I think so, certainly. 

Mr. Totierson. Now, with respect to the trust agreement, it was my 
personal impression that this trust agreement was irrevocable. Was 
there anything that Mr. Onassis could do to revoke the trust agree- 
ment ? 

Mr. Morss. Mr. Tollefson, I would have to check through the trust 
agreement itself to see whether it recites that it is revocable or irrev- 
ocable. I do not recall. 
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Mr. Totterson. If you will do that, I would appreciate it. My own 
impression was, or at least it is my ‘present recollection, that it was 
irrevocable. Now, as I understand the proposition, Captain Conway 

talked to you on several oceasions about their decision apparently not 
to build the three ships. 

Mr. Morse. Yes, sir. 

Mr. Touterson. Under the contract that was their privilege, was 
it not? 

Mr. Morse. That is a matter in litigation. I prefer not to say that 
they had a privilege to do anything one way or the other. 

Mr. Toterson. What I am getting at is could you enforce the con- 
tract now and compel them to ‘build the ships? 

Mr. Morse. The suit has been filed by the Department of Justice 
seeking three things. Specific performance is one of the three counts 
in the complaint. 

Mr. TotiErson. Could you say that they could be compelled to 
specifically perform their contract to the extent of building the three 
new ships? What if they just say, “We are not going to build them”? 

Mr. Morse. That again is a matter in litigation. “T think it would 
be improper for me to comment. 

The CHarrmMan. Would you let me interrupt. Let the record show 
that Mr. Tollefson and Mr. Zelenko and Mr. Kluczynski and the chair- 
man are present. The other member of the subcommittee was absent 
this morning due to conditions which are understood. 

The committee will have to answer the call of the House. 

The committee will have to recess and, if it is suitable to the subcom- 
mittee, we will reconvene at 3 o’clock. 

I want to proceed with this matter and complete it because there 
are many other matters pending before this committee of great im- 
portance which we must get into so that Lam going to go through with 
this matter, and I hope that all members of the committee will be 
present. 

We will recess now until 3 o’clock. 

(Whereupon, at 12:40 p. m., a recess was taken until] 3 p. m., this 
same day.) 

AFTERNOON SESSION 


The hearing was resumed at 3 p. m., pursuant to the recess. 

The CHatrman. The committee will come to order. 

All right, you may proceed, Mr. Counsel. 

Mr. Zincke. Mr. Morse, you stated that you had a further meeting 
with Mr. Onassis after March 13 of this year. What was the date of 
that, please ? 


Mr. Morss. March 25. 

Mr. Zincxe. And that meeting was at your office? 

Mr. Morse. I think that was the occasion Mr. Onassis and Captain 
Conway came over with me. They came to my office first and we came 
over and saw Mr. Bonner and Mr. Zelenko. 

Mr. ZeLENKo. What was the subject of the conversation in your 
office ? 

First, did they arrive by your invitation or on what kind of a basis 
did they come? 

Mr. Morse. Well, I did not invite them to come down to see the 
Congressmen, to begin with. 








44 TRADE-OUT AND BUILD ACTIVITIES OF ONASSIS COMPANIES 


Mr. Zincxe. No; did they come to your office by appointment ? 

Mr. Morse. Yes, I had an appointment at that time that they would 
come in to see me. 

Mr. ZincKr. What was the discussion at that time? 

Mr. Morse. The overall problem of what to do, that they were un- 
able to go ahead with their building program and were we going to be 
able to work out something which would come up with a wor rkable 
deal; and I had prev iously told Captain Conway that we would not 
make any modifications in the contract. 

Mr. ZeLENKO. Would you speak louder, please ? 

Mr. Mors. I did not want to get in the error where I made the 
mistake this morning. I spoke too loudly on occasions this morning. 
I will speak up. 

I had told Captain Conway on a number of occasions previously 
that we would not make any modifications of the building program 
without first checking it out with the Congress and that I had talked 
to, I do not remember now who it was. I think it was the chairman, 
and they had indicated unwillingness to go along with any changes, 
and they came down. 

They wanted to come over with me and see some of the Congressmen. 

Mr. Zincxe. And Mr. Onassis and Captain Conway were present 
at that time? 

Mr. Morse. On March 25, to the best of my recollection. 

Mr. ZeLenKko. Will counsel yield for a minute? 

Mr. Morse, this morning I think you told us that you wrote a letter 
to Captain Conway on February 4 of this year inviting him to discuss 
this question with you of the alterations or the modification of the 
contract, is that right ? 

Mr. Morse. I assume you are referring to that letter which says, “If 
you are preparing to make any changes” ? 

Mr. ZELENKO. I cannot hear. 

Mr. Morse. I assume that you are referring to the letter which said 
if Captain Conway was proposing to make any changes in their build- 
ing contract, we wanted to discuss it with them. Is that the letter 
you are referring to? 

Mr. ZreLenkKo. Yes, that was the letter of February 4, is that right? 

Mr. Morse. I do not have a good memory for dates. 

Mr. Zetenko. Ask your associates. I think they might know. 

Mr. Morse. Mr. Notarianni says that is the letter. 

Mr. Zetenko. You had had some discussions with them before that 
day informally ? 

Mr. Morse. Certainly. I have had calls from Captain Conway off 
and on for 6 months at least, or 9 months. 

Mr. ZeLenKo. Even before February 4? 

Mr. Morse. Oh, sure. 

Mr. ZetenKO. About changing the contract, altering it ? 

Mr. Morse. No, about the difficulties they were going to experience 
in going through with their building program. 

Mr. ZeLenko. That is right. You want to be fair with this com- 
mittee, do you not ? 

Mr. Morse. I am fair with this committee. 

Mr. ZeLenko. I see; and when this committee corresponds with you 
you give them the truth and the facts, do you not ? 

Mr. Morse. I do. 
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Mr. ZeLENKoO. I call your attention to a letter that you wrote to me 
on the 4th of F ebruary, 1958, and I am going to hand it to you and 
ask you whether that is your signature and ask you to please read the 
sentence that is encircled, February 4, 1958. 

Mr. Morse. That is my signature. 

Mr. ZELENKO. What does it say there in that underlined paragraph ? 
That is a letter that you wrote to me. It is down near the bottom. 

Mr. Morse. That paragraph says: 

There has been no intimation that Victory Carriers will fail to perform its 
contract with Maritime. 

Mr. ZeteENKo. You wrote me on that date and you told me on that 
date, and see if I have this language right, that “there has been no 
intimation that Victory Carriers would attempt to cancel the contract,” 
and yet you have been telling us all morning and right up to this 
minute that on that very day you wrote them a Jetter to discuss further 
the cancellation or the alteration. 

Tell us now, have you been fair with the committee in regard to 
this information ? 

Mr. Morse. I think I have been fair with the committee, yes, sir. 

Mr. Zetenko. All right. Now explain, please, the inconsistency 
between the information that you gave me as a member of the com- 
mittee and what you have been telling us here all morning on this 
point. 

Mr. Morse. Mr. Zincke, do you have a copy of the February 4 letter 
to Captain Conway ? 

Mr. Zincke. Yes, sir, I do. 

Mr. Auten. Mr. Chairman, if agreeable, I would suggest that rather 
than have any part of a letter go into the record, the whole letter go in. 

Mr. ZeLenKo. I believe that is right. 

The Crramman. Yes. 

Mr. ZeLENKO. Both letters, I think, should go in. 

Counsel informs me, Mr. Allen, that the February 4 letter is al- 
ready in the record, and I think it is agreeable, if the chairman so 
orders, that the letter to me on the same day go into the record. 

( The letter referred to follows:) 


DEPARTMENT OF COMMERCE, MARITIME ADMINISTRATION 


Washington, D. C., Feb. 4, 1958. 
Hon. HERBERT ZELEN KO, 
House of Representatives, 
Washington, D.C. 

DeEaAR Mr. ZELENKO: The receipt is acknowledged of your letter of January 29, 
1958, with respect to an article appearing in the January 29 issue of the New 
York Times, to the effect that the Onassis interests had canceled the building 
of a 100,000-ton tanker. 

In reply to your specific inquiry, the above item does not pertain to the matter 
which was under hearing last year by the Committee on Merchant Marine and 
Fisheries involving the trade-out-and-build program of Victory Carriers, Inc., 
or the so-called Onassis Trust. 

In addition to the program of Victory Carriers to construct certain vessels 
for United States-flag ownership and documentation, A. S. Onassis entered into 
contracts with United States shipyards, with the prior approval of the Maritime 
Administration, to construct a total of six tankers for foreign corporations 
owned by him for foreign-flag operation. One of the vessels under that program 
was builder’s hull No. 1670 of 106,500 deadweight tons, to be constructed at 
the Quincy yard of Bethlehem Steel Co. That shipyard contract has now been 
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eanceled and the Maritime Administration was so advised, as a matter of in- 
formation only. There was no obligation under the Maritime Administration’s 
approval that hull No. 1670 be built. 

Under contract No. MA-1439, as amended May 23, 1957, Victory Carriers 
undertook to build three tankers as follows: 








Keel laying Delivery 
OO) > diccthdgihdnaeneamneiintalas ee ee | August 1959. 
cn a ee BERD TEE | neudomsdtinanaeds | February 1960. 


See eee Se sakeitee | August 1960. 


There has been no intimation that Victory Carriers will fail to perform its 
contract with Maritime. 

It will be seen, therefore, that the cancellation of hull No. 1670, referred to by 
the press, is the one which was to have been constructed for foreign ownership 
and registry, and not the one which Victory Carriers is obligated to construct 
for United States documentation. 

Sincerely yours, 
CLARENCE G. MORSE, 
Maritime Administrator. 

Mr. Morse. These do appear to be inconsistent, and it may be that I 
am incorrect in saying that it was prior to February 4 that I first had 
discussions with Captain Conway as to the possibility that they would 
be unable to go through with their building program. 

Mr. ZeLenko. You say inconsistent. You mean oe did not give me 
the facts when I asked you for them on February 4, did you? 

Mr. Morse. I do not mean any such thing. 

Mr. ZetenKo. Now, the letter is clear, is it not, and, when it says 
that there has been no intimation, you mean that you knew nothing 
about any desire on the part of the trust to cancel the contract? That 
is what that language says, does it not ? 

Mr. Morse. That is correct. 

Mr. ZeLenko. But the fact is that you did have such information, 
did you not? 

Mr. Morse. I do not know that that is the fact. I just got through 
saying that I may have been in error when I stated just now that, prior 
to February 4, Captain Conway had indicated they might not be able 
to go through. 

Mr. Zreitenxo. Tell us why you wrote him a letter on February 4 
in which, in substance, you said, “If you want to discuss this thing 
with me, come up to see me sometime.” 

Mr. Morse. We wrote to all of the people with whom we had con- 
tracts for new construction a letter of this similar tenor. We knew 
that the market had fallen off very substantially and that one opera- 
tor, Carras, for example, had been unable to go ahead with his build- 
ing program, and we have given him a year’s deferment, so that we 
knew that other people would be in trouble and there will be people 
in trouble in addition to the Onassis trust interests. 

Mr. Zetenxo. I want to go back to something else you told us. You 

said you had been in touch with Captain Conway before that day 
numerous times. I am not going to talk about any other people that 
you may have written to out of a clear sky, but the fact is that, before 
this day, you had had numerous conversations with Captain Conway 
and others regarding possible cancellation in this transaction; is that 
not so? 
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Mr. Morse. They had never indicated they would cancel up to that 
time. 

Mr. ZeLenxo. Was that not what you were telling us was the sub- 
stance of these conversations; that they wanted to change the contract 
or cancel it; they could not build it ? 

Mr. Morse. The letter to you says: 

There has been no intimation that Victory Carriers will fail to perform its 
contract with Maritime. 

That does not necessarily mean it had to be performed 100 percent 
strictly with the terms of the contract. We have room to maneuver 
in this deal. 

Mr. ZeLENKo. You maneuver on behalf of the United States Gov- 
ernment when somebody intimates to you or you feel they may not 
go through with the contract and you say they do not have to perform 
it 100 percent? Is that what you are telling us here? 

Mr. Morse. Iam sorry. Will you read the question ? 

(Question read.) 

Mr. Morse. If I have reason to believe that there will be a default 
and there is some other way of working out the program, I will make 
changes in the contracts. 

Mr. Zetenko. And your program was to provide employment in the 
shipyards, was it not ¢ 

Mr. Morse. And it has developed employment in the shipyards. 

Mr. Zetenko. All right. That was your program, or part of it, 
in relation to this deal ? 

Mr. Morse. That is correct. 

Mr. ZeELENKO. Let me ask you why, on your statement, you favor 
the Onassis interests as against someone else. I am going to read 
to you from page 3 of your own statement, and I would like you to 
explain the difference, where you say the program went ahead with 
the following exceptions: 

The Onassis and Niarchos trust companies, which I will discuss later; and 

(b) The Colonial Steamship Corp., which has stated that they may not pro- 
ceed with the new construction. However, in this case, no ships have been 
transferred foreign, and the transfer orders are not to be issued until the new 
ships are completed. 

When I talk of favoring the Onassis interests, I am talking of this. 
The Onassis ships were transferred a long time ago, were they not, 
to foreign flag? 

Mr. Morse. Some time ago; yes, sir. 

Mr. Zetenko. Way back last July. 

Mr. Morse. Some time ago, sir. 

Mr. ZetenKo. Well, I got a letter from Admiral Ford, dated July 
). Will you take my word that I have the letter, or do you want to 
see it? In this, he says the ships have been transferred already, way 
back last year. 

Mr. Morse. We are perfectly willing to put the transfer orders in 
the record. I am not questioning the date. 

Mr. ZeLenKo. Why did you permit the Onassis interests to transfer 
their ships when, with respect to this outfit, and I do not know who 
they are, you say: 


Well, their ships have not been transferred and we will not issue transfer orders. 
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Mr. Morse. That is very simple of explanation. In most instances, 
the person who undertook to Satie a new ship asked for authority 
to transfer his ship foreign immediately. 

In a few instances, and apparently Colonial Steamship was one, 


they did not ask for immediate foreign transfer. 


Had Colonial asked for immediate foreign transfer, we would have 
granted it. 
Mr. Zecenko. Let me ask you this: This morning just before we 


concluded, I was asking you about how much money was in trust 


and I think you said, “Well, a secured income up to about $20 million 


or $25 million.” Do you recall that, some such figure ? 


Mr. Morse. By the conclusion of the charter there will be approxi- 
mately $25 million in the till. ; 
Mr. ZeLenko. I want to get the testimony straight. You also in- 


dicated to us that they had no bank financing or could not get it, 
had told you that they ‘could not get any bank financ ing. 


Is that substantially what you ‘told us? 

Mr. Morse. Captain Conway told me recently, within the last 
several months, that they would have difficulty getting bank financing 
without mortgage insurance, his reason being on the proposal to 
transfer hulls 1661 and 1662 to American-flag operation they would 
need mortgage insurance because they could not get bank financing 
because, putting those vessels under American flag in 1958, would 
not have permitted them to build up the cash money that they would 
have had they deferred putting ships under American flag to the 


times for the deliveries of hulls 1671 and 1672. 


Mr. ZeLENKO. How much money have they got in the trust now? 
Mr. Morse. At March 31 the Alexander S. Onassis Trust was mone 
two hundred twenty-six thousand-odd dollars in the Alexander S. 
Onassis Corp. 

Mr. ZeLtenkKo. How much money is in trust now ¢ 

Mr. Morse. We did not have those figures. 

Mr. Zetenko. Have you ever gotten a record from the trust? As 
you say, you spoke to them every 6 months or more. How much 
money has been in there, the most money at any particular time? 
Mr. Morse. We do not have any figures from the trust. 

Mr. Zetenko. Did you ever have any figures up to this minute from 
this trust as to how much money was in there for the building of these 
ships ¢ 

Mr. Morse. I thought I was answering your question when I said 


we do not have any. 


Mr. ZetenxKo. You do not have it now ? 

Mr. Morse. No, sir. 

Mr. Zetenko. Did you ever have it up to this minute? 

Mr. Morse. I answered your question, sir. We did not and do not. 
Mr. Zetenko. All right. Did you ever take up with the Depart- 


ment of Justice any question regarding examination of the trust 
fund to see how much money was in there? 


Mr. Morse. No, sir. 
Mr. Zetenko. Did you ever take it up with any of your superiors 


in the Department of Commerce ? 


Mr. Morse. No, sir. 


Mr. ZerenKo. When was the keel supposed to be laid on this 
106,000-ton ship ? 
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Mr. Morse. Some time this fall; August 1, 1959. 

Mr. ZeLtenxko. Is that the first date for the keel of the first ship 
under this contract to be laid ? 

Mr. Morsr. No. My statement is it shows August 1, 1959, for the 
106,000 tonner. I think that is in error. I think it should be August 
1, 1958. 

Mr. ZeLenKo. To start the ship ? 

Mr. Morse. Keel laying. 

Mr. ZELENKO. 106,000 tons. 

Mr. Morse. Lay the keel; yes, sir. That does not mean that there 
is not work done in the yard before the keel laying. 

Mr. ZeLENKO. Just to start it. Here we are in June and up to this 
point we never knew how much money was in the trust or whether 
they were able to go ahead with it or not. 

Mr. Morse. The contract as Victory Carriers—— 

Mr. Zevenko. That is part of this trust, is it not?) Do they not 
belong to the trust ? 

Mr. Morse. The trust owns 75 percent of it, certainly. 

Mr. Zevenxo. I know that. I am asking you, as far as you know 
now they have only $226,000 in the trust. That is what you told us. 
I want to get the information from you. 

Mr. Morse. U said that the Alexander S. Onassis Corp. had that 
money in its till. 

Mr. Ze_enko. How much does the trust have ? 

Mr. Morse. I told you I do not know, sir. 

Mr. Zevenko. How much does Victory Carriers have? 

Mr. Morse. Victory Carriers, as of March 31, had $347,233.11. 
They had already paid the yard $1,795,500 on account of the big 
tanker. 

Mr. Zevtenko. I did not hear the last one. 

Mr. Morse. They had already paid the Bethlehem yard $1,795,500 
on account of the big tanker. 

Mr. Zetenko. Was there any reason why you, the Maritime Ad- 
ministrator, or your Department, in view of everything that has 
gone on in the past here, did not see fit to check on the funds in the 
trust. from time to time since you were here last? Is there any reason 
for that? 

Mr. Morse. The trust is incidental in this building obligation. The 
main contractor is the Victory Carriers, Inc., and the main source 
of funds is the Alexander S. Onassis Corp. 

In all events, I did not check with the trust, period. 

Mr. Zincxe. Mr. Morse, as a practical matter, the United States 
Maritime Administration has contracts with a number of prospective 
builders of ships. Now, this morning you testified that the only in- 
formation that you had concerning Victory Carriers you acquired 
as an incident to the ship mortgages. Is that accurate ? 

Mr. Morse. That is inaccurate. 

Mr. Zincke. Would you correct my statement, please ? 

Mr. Morse. I said that we do obtain information from Victory 
Carriers because we have mortgages on their ships. 

Mr. Zincxe. I will accept the correction. 

You have no information as to any of your contractors under these 
building contracts except as incidents to existing mortgages on ships, 
is that correct ? 
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Mr. Morse. That is incorrect. Any time they apply to us, and 
most of them have applied to us for mortgage insurance, we get full 
and complete financial data from them. 

Mr. Zincxe. But on the basis of the existing building contracts, 
you have no information based solely on your relationship on those 
contracts, is that correct ? 

Mr. Morse. Before we approve a transfer out, before we formalize 
a transfer out, we satisfy ourselves through the Comptroller’s Office 
that there is reasonable prospects of their being able financially to 
go ahead with the building program. 

Mr. Zincxe. In this particular case, Victory Carriers and the Alex- 
ander S. Onassis Corp., the transfers out were completed some time 
in the middle of last year. 

Now, if you had not happened to have mortgages on the Victory 
Carrier vessels, you would have no information concerning the finan - 
cial status of Victory Carriers as of now, is that correct ? 

Mr. Morse. That is incorrect. 

Mr. Zincxe. Will you correct me, please ? 

Mr. Morse. Pursuant to your standard practice, before we formal- 
ize the transfer out of these 14 vessels our Comptroller’s Office satis- 
fied itself that Victory Carriers, Inc., would be able to complete the 
building of these new ships. 

Mr. Zincxke. That satisfaction occurred prior to the middle of last 
year? 

Mr. Morse. It did; yes, sir. 

Mr. Zincxe. And since the middle of last year to date, but for the 
information furnished under the Maritime mortgages, you would 
have no information concerning Victory Carriers, is that correct? 

Mr. Morse. That is incorrect. 

Mr. Zincke. Correct me again, sir. 

Mr. Morse. Capt. Conway supplied to us a projection of what the 
earnings would be of Victory Carriers and Alexander S. Onassis, Inc. 

Mr. Zrncxe. A projection is the expression of a pious hope rather 
than the statement of a fact, is it not ? 

Mr. Morse. That is your naming of the thing, not mine. 

Mr. Zincxe. Will you kindly characterize it with respect to the 
existing conditions? Did he give you any facts concerning the cur- 
rent financial condition of either Alexander S. Onassis Corp. or Vic- 
tory Carriers in the discussion, or did he merely tell you something 
that might happen next March? 

Mr. Morse. He gave to us, he indicated to us, what charters they 
had on the tankers. He showed a projection on a typed projection 
sheet of what the earnings would be, how the funds would be 
disbursed. 

Mr. Zincxe. That is future, is it not, not present ? 

Mr. Morse. I do not personally check the financial records of these 
companies. The Comptroller’s Office does that from time to time. 

Mr. Zincxe. It would not be expected that you would do so. Does 
your Comptroller’s Office do it ? 

Mr. Morse. And in February or March or April of this year—I 
do not remember the date—I gave specific instructions to the Comp- 
troller’s Office to check on the financial records of all these companies. 

Mr. ZetenKo. Well, did you get them? 
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Mr. Zincxe. Did you get the information? Did your Comptroller 
get the information ? 

Mr. Morse. Mr. Prowse will answer the question. 

Mr. Zincxe. Thank you, sir. 

Mr. Prowse. Mr. Zincke, in the Comptroller’s Office we are cur- 
rently processing every dollar that goes into the construction of these 
ships once the contract has been asserted on the ship and it has been 
laid down. We maintain a control for the contingent liability of the 
Government under its insurance contracts. 

Mr. Zinckr. Once the ship construction has started, and you are 
now talking about a ship mortgage insurance, are you not? 

Mr. Prowse. In not only ship mortgage but also construction loan 
insurance. We have both. 

Mr. Zincxe. Both of which are in the case of a guaranty by the 
Government. Now, in the event that you have a contract such as 
MA~-1439, which does not mention mortgage insurance 

Mr. Prowse. Yes, sir. 

Mr. Zincxe. What checks do you make on the contractor’s financial 
condition ¢ 

Mr. Prowse. Checks that are made under those conditions are the 
plan whereby the funds will arise and go into the construction of 
the ship. We project that plan. Now, under the contract the liqui- 
dated damages is the surcease within ‘the contract. Therefore, we 
wait until the construction actually begins at which time we begin to 
get information on it. There is no basis of qualification here except 
the building, sir. 

Mr. Zrncke. Mr. Prowse, going back to July, assume that there was 
an intent at that time not to build these ships. 

I do not say there was. I say I am asking you to assume there was. 

Would it not have been possible to milk these companies in such 
fashion that it would have been financially impossible to undertake 
the new construction regardless of the market ? 

Mr. Prowse. Financially, sir, any company can be milked, at any 
time by anyone who wants to do so. 

Mr. Zincxe. Thank you, sir. That is what I want to know. Un- 
der the circumstances, you did not feel any obligation on your part 
or that of the Maritime Administration to assure yourselves that the 
companies were not deliberately placing themselves in a condition so 
that they could not undertake this building? 

Mr. Morsr. I will answer that. I see no reason to treat the trust 
here any differently than we treat every other American citizen. 

Mr. ZevenKo. Mr. Morse, you know the history of this trust. You 
know that the Onassis interests and Mr. Onassis were in trouble with 
the law criminally and civilly before last year. You knew that, did 
you not? 

Mr. Morse. I knew that there were proceedings against the Onassis 
interests; yes, sir. 

Mr. Zetenxo. You knew that he and his interests had been in- 
dicted criminally on the charge of defrauding the United States. 
You also knew that there was civil litigation which the United States 
instituted. You also knew that it was supposedly settled up by the 
payment of a fine and the criminal cases were thrown out. You 
know all that? 
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Mr. Morse. Granted. 

Mr. ZetenKo. You knew also that the Department of Justice had 
drawn this trust to assure American citizenship control ? 

Mr. Morse. Sure. 

Mr. Zecenko. And you knew also that in that trust there were some 
statemerits or some items about prices of ships for a billion dollars and 
trade out. There was something in this trust. You knew that, did 
you not? 

Mr. Morse. Yes. 

Mr. Zetenko. And you knew that this committee was very inter- 
ested in seeing that these ships were built? 

Mr. Morse. That is right. 

Mr. Zetenxo. And you assured us last year that these ships would 
be built, did you not ? 

Mr. Morse. To the best of my ability. 

Mr. Zetenxo. You told us that you took every possible precaution 
to make sure that these ships would be built ? 

Mr. Morse. To the best of my ability and there has been no im- 
proper distribution of any funds in this trust so all of this implica- 
tion that.there has been some improper action on the part of Captain 
Conway and his group is erroneous. 

Mr. Zetenko. Well, if they need defense, may I suggest that they 
defend themselves. 

Mr. Morss. I will defend them also when I think they should be 
defended. 

Mr. ZeLteNKo. You are going to defend the people, including Mr. 
Onassis and everybody ? 

Mr. Morse. Mr. Onassis can defend himself, but Captain Conway 
and the other people that are running Victory Carriers, Inc., and the 
trustee are fine, high type American citizens. 

Mr. ZeLtenko. Very well. 

Mr. Morse. Any implications to the contrary I think should be 
defended. 

Mr. cannntts I see. You resent that personally, any implication ? 

Mr. Morse. I do not need to resent it personally. 

Mr. Zectenxo. All right. Let us go ahead. You told us this morn- 
ing that no prudent businessman would go ahead and build these 
3 ships with only $25 million or so in the till. 

Mr. Morse. That is my personal opinion. 

Mr. Zetenxo. Is that right ? 

Mr. Morse. That is my personal opinion; yes, sir. 

Mr. ZetenKo. In other words, you sort of agree outside of your 
official capacity that they cannot build them with that kind of money ? 

Mr. Morse. Without having additional financing to complete the 
building. 

Mr. ZeLeENKo. You agree if that is the truth that if they only have 
about $25 million it would be imprudent for them to go ahead and 
build the ships. That is what you have just told us. You told us 
that this morning, did you not ? 

Mr. Morse. I told you this morning that it would be imprudent to 
go ahead with the building obligation of $50 million when they only 
had $25 million in sight. 

Mr. Zetenxo. Are you satisfied that they have not got enough 
money to build these three ships? 
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Mr. Morse. I am satisfied that they do not have enough money to 
build these three ships without additional financing. 

Mr. Zetenxo. All right. Let me go back to last year when you 
made certain assurances to the committee and if there are any implica- 
tions, 1 am sorry. I am looking for the facts. You told us last year 
that these people had bank Joans in this transaction. Do you re- 
member telling us that ? 

Mr. Morse. It is still my understanding that the Metropolitan 
Life, 1 think it is, had undertaken to make them a loan. 

Mr. Zetenko. Did you ever see any of these bank loan contracts? 

Mr. Morse. I personally did not; no. 

Mr. Zetenko. Did anybody in your office ever see them ¢ 

Mr. Morse. That I do not know. 

Mr. Zevenko. Were you taking the words of Onassis and his in- 
terests on this? 

Mr. Morse. I was not taking the words of Mr. Onassis for any- 
thing. I was taking Captain Conway’s word for it. 

Mr. ZeLenko. Now, if Captain Conway told you that he had bank 
loans suflicient to build these ships, you believed him, did you not ? 

Mr. Morse. I certainly did. 

Mr. ZeLtENKo. You came in here today and you said for months 
these people have been telling you they cannot get bank loans. Is 
that what you told us this morning ¢ 

Mr. Morse. Well, let the record speak for itself on what I told you 
this morning. 

Mr. ZeLENKO. You speak for yourself, please. 

Mr. Morse. I do not remember specifically what I told you this 
morning, but I did say that they were having difficulty with their 
bank finane ing, they could not go ahead because they had no charters 
in sight for these vessels when they were finished. 

Mr. Zetenxo. Let us stick to bank loans. Last year you told this 
committee that they had bank financing, sitting in the same seat you 
are in now, and the committee relied on your statement and you ‘tell 
us now that you never saw one contract or one loan or one piece of 
paper showing that a bank was going to finance this deal. 

Mr. Morse. Well, where does that get us? 

Mr. ZeLtenKo. That gets us to the point where I doubt whether the 
United States Government is being protected by you, sir. 

Mr. Morse. Very well. You are entitled to your opinion, sir. 

Mr. Zetenko. Why did you tell us last year that there were bank 
loans in this transaction when you never saw one nor did anybody 
in your Department ever see one piece of ps ae to prove it? 

Mr. Morse. Well, I did not say that, sir. I did not say that no one 
in Maritime had not seen any paper. 

Mr. oe Do you know the name of anybody ? 

Mr. Morse. I do not know whether they saw it or not. 

I am just keeping the record straight here. 

Mr. Zevtenxo. Let us keep it straight. Did you ever see it? 

Mr. Morse. I told you I had not. 

Mr. ZetenKo. Give me the name of one person in Maritime who 
ever did see it. 

Mr. Morse. I do not know that anyone did. I will check it out and 
we will supply the name for the record. If we do not supply it, you 
can assume that no one did, sir. 
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Mr. ZeteEnNKo. When you told us that last year, you told us on some- 
body’s word, and you do not know whose. 

Mr. Morsr. Captain Conway. 

Mr. ZetENKO. Captain Conway said this Metropolitan Life In- 
surance Co. was going to take care of the financing of the transaction ? 

Mr. Morse. It is my recollection that they were dealing with Metro- 
politan Life. 

Mr. ZeLtenxKo. Did you make any records of this? This is a $50 mil- 
lion to $100 million deal. Do you mean to say that you did not make 
one memorandum ? 

Mr. Morse. The matter of their ability to proceed with their ship 
construction was checked out by our Comptroller’s Office. 

Mr. ZeLENKO. Well, the Comptroller just told us that until you lay 
a keel and until there is insurance your Department has no interest in 
this. Is that not what you told us, Mr. Prowse? 

Mr. Prowsz. No, sir. I did not make that statement. I said that 
we directly plan to see that the money will be coming up to construct 
the vessel but during the period between the plan and trade outs to 
the laying of the first keel, we have no reason to move in against the 
company unless there is something untoward discovered and 
developed. 

Mr. ZeLen«KO. Is that not what I said: Until the keel is laid you do 
not go in and look at the figures. Is that not what I said? 

Mr. Prowse. Between those two periods; yes, sir. 

Mr. ZeveNnxo. Is that not what you said? Until the keel is laid 
your Department does not go in and look at any figures. 

Mr. Prowse. Unless there was some reason why we should have to. 

Mr. Zetenko. Do you not think there is a reason in this case? 

Mr. Prowse. No, sir. 

Mr. Ze_enKo. In view of what had transpired ? 

Mr. Prowse. No, there has been nothing that has indicated anything 
untoward in the transaction financially at this point. 

Mr. Zincke. Mr. Prowse, along that line, do you recall a meeting in 
Mr. Seaver’s office in which Mr. Seaver and you and Mr. Cowen, my 
associate, and I were present about a month ago? 

Mr. Prowse. I certainly do. 

Mr. Zincxe. And at that time we discussed the presence or absence 
of information concerning the financial condition of these various 
companies ? 

Mr. Prowse. Yes, sir. 

Mr. Zrncxe. And in the course of that discussion you had a folder 
and you said, “We happen to have two balance sheets of Victory 
Carriers here.” 

Mr. Prowse. I have them here, sir. 

Mr. Zincxe. And I called to your attention the fact that a year ago 
March, there was a report by, I believe it came from Captain Conway, 
to the effect that there was some $4 million liability on the Victory 
Carriers’ books owing to foreign Onassis interests. 

Mr. Prowse. Yes, sir. 

Mr. Zincke. And I inquired of you as to where it showed on the 
balance sheet and you looked at them and said, “They do not seem 
to be on here.” Isthat right? Am I quoting you accurately? 

Mr. Prowse. I would not want to stand on a quote, sir. 
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Mr. Zincke. Will you state your recollection of that particular con- 
versation, then? What did you say when I asked you about the 
$4 million liability item ? 

Mr. Prowse. Let me get my record here to take a look at it and 
possibly I can answer it better. 

Mr. Zincke. I want what you said. I am not asking you to look at 
your record. What did you say? 

Mr. Prowse. As a financial man, sir, my records speak te me and 
I will speak from them, if you do not mind. 

Mr. Zincxr. I am asking you what you said to me that day as a 
financial man or anybody else. Asan individual, what did you say to 
me? 

Mr. Prowse. The statement here, sir, will refresh my memory. I 
am sorry that I cannot call it out. 

Mr. Zrncke. You do not remember the statement? 

Mr. Prowse. I do not remember what I said; no, sir. Not exactly. 

Mr. ZELENKO. Mr. Morse- 

The Cuairman. Waitaminute. Are you finished? 

Mr. ZeLeNKO. Iam sorry. 

Mr. Zincxr. Did you remember the rest of the conversation ? 

Mr. Prowse. I remember the meeting. I remember the general 
<liscussion. 

Mr. Zincke. Do you remember the reference to $4 million? 

Mr. Prowse. I remember that vaguely, sir. I would have to look at 
my records to see if that would came b: ack to me. 

The CuatrMan. $4 million did not impress you at all? 

Mr. Prowse. Mr. Bonner, financially 

The Cuarrman. Just answer that one question. Four million dol- 
lars in this transaction did not impress you at all? 

Mr. Prowssz. It meant a great deal to me; yes, sir. 

The CHarrman. Were you present, Mr. Cowen, when this conversa- 
tion took place ? 

Mr. Cowen. Yes, sir. 

The CuHarrMan. It is strange that these two men can remember 
a matter of $4 million and you cannot. 

Mr. Prowse. These two men have been living with this problem. 
I have been living with a great many problems in the interim. 

The Crarman. I have been been livi ing with it, too, since last year. 
I want to be perfectly fair in this business because last year I was 
assured that that transaction was going through. We were con- 
cerned with it. I was concerned with the settlement of the criminal 
action and the civil action all at one time and the setting up of this 
trust. 

It was pointed out then that this trust was weak and we have been 
following it right along and it is really surprising to me with the 
reports that I get from your Department or some department in the 
Government has not followed this matter up. 

Now, when I see you here, you say that you do not remember any 
discussion about $4 million and it really shocks me. 

Mr. Prowse. Mr. Bonner, I did not say that. 

The CuatrmMan. Refresh your memory and see what you did say. 

Mr. Prowse. I did not say that I did not remember the discussion 
of $4 million. I said I did not remember what I had said in connec- 
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tion with it. Iam sorry. I just cannot pull that out of my mind. I 
have to look at these documents. 

Mr. Morse. While he is looking at these documents, Mr. Bonner, 
U.S. Petroleum Carriers, Inc., which is the predecessor of Victory 
Carriers, Inc., on November 20, 1956, submitted a memorandum in- 
dicating how they were going to arrange for the financing of the new 
construction. 

The CHarrman. That was last year? 

Mr. Morse. November 1956. 

The CHatrmMan. 1956. 

Mr. Morse. Will read a couple of paragraphs. 

Mr. ZeLenKo. What is the date of that, please ? 

Mr. Morse. The letter or memorandum from United States Petro- 
leum Carriers was dated November 20, 1956. 

Mr. ZeLtenko. That was before the hearings. 

Mr. Morse. Yes. 


In accordance with the above understanding, we propose the following plan 
for carrying through the construction program: 1. The foreign owners will 
generate through time charters with Esso on each of the 12 tankers to be trans- 
ferred for a period of 3 years and 3 months at the rate of $7.50 per deadweight 
ton per month aproximately $40,300,000. The foreign owners will borrow 
from Metropolitan Life by assigning such charters and giving first mortgages 
on the performing vessels first $11 million with which to pay the U. 8S. Petroleum 
the purchase price of the vessels. U.S. Petroleum has now eash in the amount 
of $2 million which, together with the $11 million realized on the sale of the ves- 
sels, will bring its present indebtedness to Metropolitan of $6 million and $114 
million to the Maritime Administration to discharge the Maritime mortgages 
on 2 of the tankers to be transferred thus leaving a balance of $5% million: 
In addition USP through a subsidiary owns 7 Victory ships which at prevailing 
charter rates of $2,650 per day will produce a net return in the next 12 months 
of $2,300,000. 

The foreign owners will assign to Metropolitan the balance of the charter 
earnings on the 12 tankers after borrowing the aforesaid $11 million as col- 
lateral in order to enable Metropolitan to lend USP approximately $25 million to 
be used in the new construction program. The bal: ince of the funds necessary 
to complete the construction (on a total cost of about $55 million) or $30 million 
will be raised by assignment to Metropolitan of ch: irter earnings in from the new 
buildings which when done will enable the collateral put up by the foreign own- 
ers to be released. In addition to the above USP can qualify and obtain Govern- 
ment mortgage insurance if required but we do not think this will be necessary. 


This is United States Petroleum’s statement. 

Also United States Petroleum can eventually apply for a Government differ- 
ential subsidy providing the terms and conditions of such subsidy are workable. 

So that it will be seen that part of the ability to borrow from the 
Metropolitan Life Insurance Co. was the ability to obtain charters on 
the new tankers and it is impossible today to obtain charters on those 
new tankers. 

Mr. ZeLtENKO. Mr. Morse, let us get back to after the hearings. 
This all took place before the hearings. 

You say Metropolitan. Last year, and I am going to read you 
from some of your testimony, this is what you told us. 

The chairman said to you: 

Now you have something. Do you mean to tell me that the bank is guarantor 
for the construction of the new ships? 


You said: 


They have agreed to make loan on the new ships for construction loans. 
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When we talked about banks you were talking about Metropolitan 
in April of 1957 ¢ 

Mr. Morse. I believe so. 

Mr. ZeLenKO. And you had not seen a document, you had not seen a 
paper, but you told the committee that that bank had guaranteed the 
loan and you said Captain Conway told you that and you took his 
word, is that right ? 

Mr. Morsr. Y es, sir. If you told me, Mr. Zelenko, and you were 
an American citizen, I would not ask for your passport or your birth 
certificate. 


Mr. ZeLtenko. Will you answer the question, Mr. Morse? 

Mr. Morse. I answered it “Yes” and make the statement. 

Mr. Zetenko. You relied on Captain Conway’s word in a $100- 
million deal ? 

Mr. Morse. In a$50-million deal; yes, sir. 

Mr. Zevenxo. A $50-million de: lis a small deal. Do you do that 
in other deals ? 

Mr. Morse. I did that and we also had our comptroller’s office 
check through. 

Mr. ZeLeNKo. Let me ask you—— 

Mr. Morse. Let me finish, please. 

Mr. Ze_enko. Go ahead. 

Mr. Morse. We also had our comptroller’s office check the finances. 

Mr. Zetenko. Do not be angry with me. All I want is information. 

Tell me, sir, in how many other deals that Maritime went into 
involving whether or not under a building program there was to be 
guaranteed bank financing did you just take somebody’s word? In 
how many other deals outside of Onassis? 

Mr. Morse. In no instance nor in the Onassis Trust instances be- 
cause I had our comptroller’s office check. 

Mr. ZeLtenxo. Let us get down to this. In no other instance in 
an analogous situation did you take anybody else’s word but in the 
Onassis transaction you took the word of a man who is an American 
citizen who is part of it. 

You said, “I took his word.” 

Mr. Morse. I do not know whether you are trying to misstate my 
comments or not, Mr. Zelenko. Isaid“No.” I accepted Captain Con- 
ways statements and I also had my comptroller’s office check the 
finances. 

Mr. ZetenKko. Very well. Now, Captain Conway told you last 
year and you took his word that they had bank financing. Now, he 
then comes up to you in all these numerous interviews you have had 
with him and Mr. Onassis and he tells you, “We cannot get bank 
financing.” That is what you told us here today; was it not? 

Mr. Morse. He said he was having difficulty getting his bank 
financing. 

Mr. ZetenKxo. The same man who told you had it, a year later told 
you he is having difficulty getting it, the same man. Mr.—— 

Mr. Morse. That is correct, the same man. 

Mr. Zevenxo. All right. Did you ask him, “Captain, what hap- 
pened to that financing you told me you had ?’ 

Mr. Morse. He indicated back there in 1956 that his financing 
through the Metropolitan Bank was in part dependent on charters 
on his new construction. 
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Mr. ZeLenKo. Just a minute. You took his word in 1956 and 
1957 that he had it. He comes to you early in 1958 and the end of 
1957 and says, “I have not got it.” Did that not arouse any suspicion 
on your part? Were you not interested in finding out whether the 
man had been telling the truth in the first instance ? 

Mr. Morse. He was telling me the truth in the first instance. 

Mr. Zevtenxo. You relied on his word and he told you that he had 
the financing. Later he says he is having difficulty getting it. Ap- 
parently you were not given the truth from him in the first case, were 
you? If he had it he had it and if he did not have it he did not 
have it. 

Mr. Morse. You are in error, sir. 

Mr. ZecenKo. Tell me something. Did you ask him why he told 
you he had the financing a year ago and why he has not got it now? 
Did you ask him anything about that 2 

Mr. Morse. No, I did not, because I knew that the Metropolitan 
financing was in part based on their having charters on the new 
construction. 

Mr. ZeLenKo. You say you did not even ask him about it. Did it 
not occur to you that you were representing the United States Gov- 
ernment here duri ing any of these transactions and interviews and try- 
ing to protect the interests of the Government ? 

Mr. Morse. I have worked for the Government for 4 years now. 

Mr. ZeLenKo. I am not asking you how long you worked for them. 
I am asking you now how well you worked for them. Is this not a 
kind of sloppy way to conduct a $50 million transaction ? 

Mr. Morse. You asked me whether it entered my mind that I am 
now working for the Government and have to do something in some 
-_ Pp il way, and the answer is “No.” 

'. ZELENKO. Does this not seem to you a rather sloppy way to have 
siden’ something equaling $50 million or $100 million, ‘taking a 
man’s word for it and he comes back later and says, “We have not got 
the financing” ¢ 

Mr. Morse. I repeat I did not take solely his word. We had it 
checked out by our Comptroller’s Office. 

The Cuarrman. What did the Comptroller’s Office find ? 

Mr. Morse. The Comptroller’s Office reported to me that they were 
satisfied that the financing picture was sufficiently strong that we 
were justified in approving the transfer out of the 14 vessels, that 
they could go ahead with their building program. 

The Cuamman. On what did you base it ? 

Mr. Prowse. We based it upon the presentation of the charters, 
on the actual factual income and revenue that was being produced 
therefrom, and the availability of the indicated loans from Metro- 
politan. 

The CuarrmMan. Have you followed it up since then to see if those 
things were going along all right ? 

Mr. Prowse. We have had no reason to, sir, because of the fact 
that the vessels had been transferred. 

The CuHatrman. The mere fact that this was a settlement of a crim- 
inal suit and a civil suit and that this deed of trust was drawn up 
and that this bank was made trustee and all these things were done 
to fulfill the agreement on which this criminal suit was disposed of 
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and the civil suit was settled, do you mean, is not enough that you 
should follow it up and see how it is getting along? 

Mr. Prowse. Mr. Bonner, I cannot do the work for the Depart- 
ment of Justice. 

The CHarrmMan. Now, then, we are getting down to whose re- 
sponsibility this thing was. Was it Justice or was it yours? An- 
swer me that. 

Mr. Prowse. It was not ours, sir. 

The CuHatrman. Well, it was drawn up and turned over to you 
and under this trust agreement these ships were transferred out. 

Mr. Morsr. I beg your pardon, Mr. Bonner. These ships were 
transferred out only under the authority of Maritime. 

The Cuairman. That is what I understand. 

Mr. Morse. Only under the authority of Maritime. 

The Cuaimman. That is what I understand, Mr. Morse, transferred 
out under the authority of Maritime to enable this building program 
to go forward. After you permitted them to be transferred out you 
did not follow it up any further. Is that the case? 

Mr. Morse. No; we have gotten reports from Captain Conway, 
Mr. Bonner. 

The Cuarrman. From what I hear you have not had reports. 
This man forgets about $4 million. 

Mr. Prowse. I beg your pardon? 

The Cuatrman. Did you follow it up? 

Mr. Prowse. Yes, sir; we followed it up. 

The CuHAatrrman. What has been taking place? 

Mr. Prowse. The applicant has been submitting to us every 6 
months a financial statement which we have been reviewing. ‘The 
funds are coming into the company as they were projected to come 
into the company. The payment has been made against the super- 
tanker of $1,795,500. The cash is still flowing into this company 
and there has been no reason to take exception to the financial state- 
ments as submitted by Victory Carriers, who is the applicant in this 
particular proceeding. 

The CuatrMan. But in February, this outfit decided they were not 
going to build. 

Mr. Prowse. With that, sir, I will have to turn you back to the 
chairms an because that is not a financial matter. 

The Cuarrman. Let me ask you this question: Did anybody ever 
discuss this matter with you of not building these ships? 

Mr. Prowse. No, sir. 

The Cuarrman. No one ever discussed it with you? 

Mr. Prowse. No, sir. 

The CHatmrman. Did anyone ever discuss it with this gentleman 
over here? 

Mr. Norartanni. No, sir. 

The CoHamman. Nobody ever discussed it with you ? 

Mr. NorartAnni. No, sir. 

The Cuarrman. As to not building these ships? 

Mr. Norarianni. No, sir. 

The Cuarrman. No one ever discussed it with you? 

Mr. Norariannti. No, sir. 

The CuarrmMan. You knew nothing about it. Who directed you to 
prepare that letter you prepared for Mr. Morse’s signature ? 
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Mr. Norartannt. Mr. Morse directed me. 

Mr. Morse. Ince identally, that letter was drafted on March 11, 1958, 
although it bears date of March 13, 1958, Mr. Zelenko. 

Mr. ZetenKo. Now, Mr. Morse, with respect to that—— 

Mr. Morse. You were making such a big point, Mr. Zelenko, that 
that letter was drafted on the date that Mr. Onassis and Captain 
Conway were in my office. 

Mr. Ze_enko. I have two instances where I got letters. One instance 
on March 13, they were in your office. When the letter went out on 
February 4, the same day you say you invited them, you sent me 
another letter. 

Do you only answer correspondence to me when you are about to 
meet the Onassis people and the trust people ? 

Mr. Morse. I did not hear the last. Please repeat it. 

Mr. ZEtENKO. Do you only answer correspondence to me when you 
are about to meet the — from the trust or have just met them? 
It iscoincidental: February 12, March 13. 

Mr. Morse. That is not a fair statement. 

Mr. Zincxe. Mr. Morse, can we get a little information concerning 
the practice in your office. If the letter was dated March 13, would 
that be the date on which you signed it, and on which it was trans- 
mitted ? 

Mr. Morse. Correct. It would be. 

Mr. Zincxe. Do you customarily sign your mail in the morning or 
afternoon ? 

Mr. Morse. All through the day. 

Mr. Zincxe. So that there would be no w ay of determining whether 
that letter in fact was signed before or after Mr. Onassis and company 
were present in your office ? 

Mr. Morse. That is correct. 

Mr. TotitErson. Will you yield ? 

Mr. Zincke. Yes, sir. 

Mr. Totierson. But the fact was that the letter was drafted on the 
1ith? 

Mr. Morse. That is correct. 

Mr. Zincxr. May I return to Mr. Prowse. Have you refreshed your 
recollection, Mr. Prowse, with respect to the conversation in Mr. 
Seaver’s office ? 

Mr. Prowse. I have, Mr. Zincke. 

Mr. Zincxe. What was the substance of the conversation with 
respect to the $4 million ? 

Mr. Prowse. The substance of that was that in the Alexander S. 
Onassis Corp., there were current liabilities to related companies of 
$4.061,949.90. 

Mr. Zincxe. Mr. Prowse, did you mention that on that day? Did 
you allude to that on that day? I am asking you for the substance 
of the conversation on that day. 

Mr. Prowse. Yes, sir; l alluded to this because if you will remember, 
gentlemen, Mr. Cowen and yourself, these documents were lying be- 
tween us on the table and we were discussing directly from the face 
of these documents. 

Mr. Zincxe. And you said that the $4 million did not appear on 
Victory Carriers’ statement. 
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Mr. Prowse. That is correct. I said that the Alexander S. Onassis 
indicates liabilities of $4,061,949.99 to related companies none of which 
is reflected as a receivable from a related company in Victory Carriers. 

You then made the comment and which was seconded by Mr. Cowen: 

Does that not appear to be rather an irregular situation— 


and I said: 


Without additional information, Mr. Zincke, I could not tell you. I do not 
know what related companies are involved. 

Mr. Zincxe. Now that was about a month ago, was it not, Mr. 
Prowse ? 

Mr. Prowse. That is correct, sir. 

Mr. Zincke. You said that you would not develop figures on any 
of these situations unless there seemed to be an unusual situation. 

Mr. Prowse. An unusual situation had then arisen, sir. 

Mr. Zincxe. Have you checked the figures and have you determined 
the fact with respect to this in the past month ? 

Mr. Prowse. | have not, sir. 

Mr. Zincke. Thank you, sir. That is all I have. 

Mr. ZeLtenxko. Mr. Morse, we have covered this question of whether 
somebody was telling you the truth on bank loans and the fact that 
you never saw any of i it until they came down to see you. 

You mentioned something about Metropolitan Life Insurance. Was 
there anybody in the USP or Victory Carriers on the board of directors 
that was related to anybody in the Metropolitan Life Insurance Co., 
if you know ¢ 

Mr. Morse. I do not know of anyone, sir. 

Mr. ZeLenkKo. Did you ever check with the Metropolitan or any other 
bank whether Captain Conway had told you the truth? 

Mr. Morse. I personally did not, no. 

Mr. ZetenxKo. Did the Department of Justice check ? 

Mr. Morse. I cannot answer for them. 

Mr. ZeLENKO. Now, that is the question of financing on bank loans 
because, as you said today, these people do not have enough money, 
in your own opinion as a ship expert, to go ahead with the ships. Now, 
you told us last year that you would not permit these 14 ships to be 
transferred foreign until you were satisfied that this was, that is apart 
from bank loans, secured income to build the ships. Do you remember 
telling us that? 

Mr. Morse. By that you mean income? 

Mr. ZELENKO. Income. 

Mr. Morse. I do not recall any such statement. 

Mr. ZeLENKo. Let me read you what you told the chairman. The 
chairman says: 


Mr. Drewry has expressed it. It is that you would not transfer title until 
Buch time as it was evident that these new ships would be built and “evident” 
means that there is money in hand with which to build these ships or secured 
income with which to build them, and you said, Our Comptroller’s Office 
Satisfied themselves that that is the fact before we approved it in principle. 

Do you remember that question being asked and you giving that 
answer ¢ 

Mr. Morse. I do not remember it but I certainly accept your 
statement. 
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Mr. ZeLtenKko. Well, I will show it to you. Will that refresh your 
recollection ? 

Mr. Morssz. I do not question you, Mr. Zelenko. 

Mr. ZeLenko. Well, you did tell this committee that you would 
not approve the transfer of these ships to foreign flag until you 
were satisfied that there was enough secured income to build the new 
ones, and now you come here today——— 

Mr. Morse. Throughout those hearings we were talking about in- 
come plus bank loans or a loan from the Metropolitan Life and this 
statement should not be taken out of context. 

Mr. Zetenko. I am not going to take anything out of context. You 
are representing the Government, are you not ? 

Mr. Morse. IL hope so. 

Mr. ZetenKo. It is your duty to protect the interests of the United 
States Government. 

Mr. Morse. It is my interest to act as a prudent businessman and 
protect the interests of Government; yes, sir. 

Mr. ZeLen«Ko. Is it to protect the interests first or act as a pru- 
dent businessman first, in plain language ¢ 

I want to know what. you conceive your duty to be, Mr. Morse. 

Mr. Morse. My duty is to be an upr ight citizen which, in my mind, 
is a prudent businessman. I am not looking out for the interest 
ofthe Government if it means acting improperly. 

Mr. Zetenxo. You say that looking out for the interests of the 
Government might be acting improperly, Is that what you are tell- 

us? 
r. Morse. Oh. do not misstate what I said. 

Mr. ZeLtenKo. I am not misstating a thing. Let us get down to 
this. You relied on the so-called guaranteed bank loans plus secured 
income. That is what you told the committee last. year. 

Mr. Morse. Proposed loans from the Metropolitan Life plus the 
income which would be derived from the charters to Esso, yes, sir. 

Mr. ZeLtenKo. It appears to you now, does it not, that the loans 
from the Metropolitan were a figment of somebody’s imagination 
or a hope only? Does that not appear from what you know how? 

Mr. Morse. No. 

Mr. Zrtenko. Well, have you any evidence that the Metropolitan 
ever granted loans or finances right now ? 

Mr. Morse. We have gone over that a dozen times. 

Mr. Zetenxo. I would like to go over it again. I want to be sure, 
because you say I misstate you sometimes. 

Mr. Morse. I personally have not seen anything signed by the 
Metropolitan Life Insurance Co. 

Mr. Zevenko. And you never did? 

Mr. Morse. I have said that before, sir. 

Mr. Zetenko. And you told the committee that you were satis- 
fied, because of loans that the Metropolitan was going to make plus 
secured income, that these ships would be built. T hat is what you 
told us last year. 

Mr. Morse. That I did, and under the same circumstances I would 
repeat it again. 

Mr. ZreLenxo. Is there any reason why the Onassis interests and 
the Onassis Trust should get such favored treatment; that is, no 
checking by the Government, no examination of documents, taking 
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people’s words in a $50 million deal? Do you see any reason for 
that? 

Mr. Morsr. They got no treatment different than all other appli- 
vants. We checked their finances just like we checked every other 
person’s finances. 

Mr. Zevtenko. Well, we still ask you for the balance sheets of the 
trust. 

Mr. Morse. The trust was not the main obligor on this contract. 

Mr. Zevenxo. Is not the trust what the Department of Justice con- 
ceived to be the party that would build these ships? 

Mr. Morse. You look to see who the main contractor is with Beth- 
lehem and you will find it is Victory Carriers, Inc., sir. 

Mr. ZeLtenko. The trust is not an obligor, is it ? 

Mr. Morse. They are not the prime obligor but subsequent to the 
hearings last year, the trust and Alexander S. Onassis Corp. also 
signed as obligors on the contract. 

Mr. Zetenko. Well, whether they are prime or secondary, the trust 
is an obligor under this contract, is 1t not 

Mr. Morse. To the extent that the Government could compel them 
to perform, yes, but whether Bethlehem could compel the trust to pay 
anything, that I do not know. 

Mr. ZELENKO. We are not working for Bethlehem now. 

The CuarrmMan. Do you have questions / 

Mr. Cowen. No, sir. 

The Cuatrman. Mr. Tollefson. 

Mr. Totiterson. One thing I wanted to ask this morning was in 
connection with this letter to Conway of March 13. Was that letter 
in any way a commitment ? 

Mr. Morse. In my opinion, no, sir. As I have stated before, he 
had been told. I think the letter speaks for itself. It shows on its 
face that it is an open-ended thing and in addition we had told Cap- 
tain Conway that any changes in the contract would first have to Fe 
checked out with your committee. 

Mr. Totterson. In connection with the Metropolitan Life financing, 
did I understand you to say that that in some measure hinged on the 
chartering of the new ships to be built ¢ 

Mr. Morse. Yes, sir. 

Mr. ‘Totterson. And that since that time it has become evident or 
apparent that they could not charter those ships ? 

Mr. Morse. Today it is virtually impossible to get a long-term 
charter from anyone for anything for any price. 

Mr. Totterson. I would like to ask about the lawsuit that has been 
instituted as of May 1. This is the Justice Department action insti- 
tuted against whom ? 

Mr. Mosse. Victory Carriers, Inc., Alexander S. Onassis Corp., 
and the Grace Bank as trustee. 

Mr. Tortterson. And did I understand from what you said this 
morning that it asked for relief in several ways? 

Could you mention those ¢ 

Mr. Morse. Three: One is $8 million; second is specific perform- 
ance; and the third is forfeiture of the 14 vessels and an accounting 
of all the earnings. 

Mr. Totterson. Now then, that action then precludes any possi- 
bility of a new agreement with the obligors ? 
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Mr. Morse. Let us say that, having referred the matter to the De- 
partment of Justice, Maritime would be unable to make any altera- 
tions in the contract without certainly the concurrence of Justice, 
and we would not attempt to do so without the concurrence of Justice. 

Mr. Totierson. Do I take it from that that the possibilities are 
pretty small that anything other than the lawsuit itself will take place? 

Mr. Morse. Well, that is a matter of opinion, Mr. Tollefson. I 
think it is still possible to work out a deal whereby we can still get 
ships built. 

Mr. Totierson. Your personal view is and has been that you would 
rather have some ships built than to forfeit or have forfeited the $8 
million ? 

Mr. Morse. Yes, sir. 

Mr. Totierson. I think that is all at this point, Mr. Chairman. 

The CHarrman. Mr. Kluczynski. 

Mr. Kiuczynsxt. Mr. Chairman. 

When you get to the tail end of the committee you manage to ask 
questions at any ordinary hearing usually on the questions that were 
asked. In this case it seems that we have just scratched the surface. 

I do not want to be repetitious, but have we found out who drew 
up the trust? Was it the Onassis-Victory Carriers, or was it Justice 
or was it Maritime? Who drew up this trust? 

Mr. Morse. It was drawn up by the Department of Justice negoti- 
ating with counsel for, as I understand it, Mr. Onassis. 

Mr. Kuiuczynsxr. Of course, Maritime was in on that, too? 

Mr. Morse. We were in in a very minor way in part on the valua- 
tion of the vessels. 

Mr. Kuuczynsxt. As I say, I do not want ot be repetitious but in 
your prepared statement here on page 12 you state: 

Under date of April 15, 1958, Capt. Granville Conway, president of Victory 
Carriers, Inc., submitted a letter to the Maritime Administration serving notice 
that the building program contemplated by contract No. MA-1439, as amended, 
had been canceled. 

You were aware of the cancellation of that contract, were you not, 
Mr. Morse? 

Mr. Morse. I received that letter, sir. 

Mr. Kuuczynskt. That was on April 15. Did you know before 
that that they were going to cancel out ? 

Mr. Morse. They had indicated to me that they did not think they 
could go ahead but they had not finally indicated they were going to 
send such a letter. 

Mr. Kiuczynsxi. About how long before? 

Mr. Morse. They were discussing, 2 or 3 days before, the difficulties 
they were experiencing, the fact that we were making no progress in 
arranging for a modification of the building agreement. 

Mr. Kuvuczynskx1. I have no further questions at this time, Mr. 
Chairman. 

The Cuarrman. Mr. Allen. 

Mr, Auten. Mr. Chairman. 

Mr. Morse, there are a couple of incidental points in the record that 
I want a little more information concerning. There was some mention 
of a difference in treatment between Onassis and Colonial Steamship 
Corp. as to the time of transfer orders. Do you know whether Colo- 
nial was engaged in the coastwise trade? 
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Mr. Morse. I do not know the answer to that, Mr. Allen, but there 
were several instances where we gave trade-out authorization and the 
applicant would not ask for immediate transfers. They would ask 
for transfer when the new vessel was completed for their own require- 
ments. 

Mr. Auten. Had Colonial Steamship Corp. been carrying petroleum 
products in the coastwise trade, would it have forfeited that right 
upon transfer to a foreign flag ¢ 

Mr. Morse. As to the vessels transferred, yes, sir. 

Mr. Auten. Is it possible that they would continue ‘arrying with 
their old ship until they got a new ship under the American flag? 

Mr. Morse. Quite possibly, and that was probably the explanation 
why they did not ask for an immediate transfer out. 

Mr. Atten. One other thing seemed to puzzle me a little bit as to 
the information that you get with regard to work that might be going 
on under these building contracts. Do you have a Maritime inspector 
on the construction of the ships from the outset if there is any Mari- 
time money in the contract involved ¢ 

Mr. Morse. We do have a Maritime inspector in the area, and he 
does pass on all progress payments, and checks on the construction as 
it proceeds. 

Mr. Auten. Would that indicate that there would be no money 
going out from any funds in control of Maritime without an actual 
examination of the construction to date ? 

Mr. Morse. Insofar as Maritime funds are utilized in paying on 
new construction, the answer is “ Yes.” 

Mr. ALLEN. I am getting a little confused as to what breach of con- 
tract has occurred and what remedies there are; particularly, whether’ 
the Government is limited to recovery of liquidated damages or as to 
other remedies. Who, at this point, is the one who determines that for 
the Government? Is it Maritime or Justice ? 

Mr. Morse. The Department of Justice. 

Mr. Auten. Will there be a man from Justice testifying? 

Mr. Zinckr. Yes, sir. 

Mr. Morse. The fact that there has been a breach is indicated by the 
letter of April 15, 1958. 

Mr, Auten. Is the only breach that has occurred the cancellation 
of the building contract with Bethlehem ? 

Mr. Morse. The letter to us said that they would not proceed with 
the building contracts. 

Mr. Auten. That would be an anticipated breach. My question 
was whether there was any other breach. 

Mr. Morse. There was no other breach, to my recollection. 

Mr. ALLEN. Ordinarily, between the time that the transfer orders 
are made and the time that construction contracts are to be let by the 
operator, is there any obligation to do anything with which Maritime 
is concerned ? 

Mr. Morse. Our procedure is first to approve, in principle, a trans- 
fer against a new building obligation. Before we, in fact, issue the 
transfer orders, the contract for the new construction must be let with 
the yard, and, in addition, our Comptroller’s Office checks to assure 
itself that the contractor will be able to meet his building program. 

Mr. Aten. I think Mr. Prowse was testifying as to some period of 
time during which there was no reason for him to take any action, and 
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I was trying to identify that period and what action he could have 
taken, if he was entitled to take legally, that he might have taken. 

Mr. Morse. That was the period after the signing of the ship-con- 
struction contract, after the payment of the one- million-seven-hun- 
dred-odd-thousand dollars and before the next installment payment 

was due to the shipyard. 

Mr. Aten. In what steps taken by anyone other than Maritime 
would Maritime have an interest between those two periods, or, to put 
it in a different way, what action could Maritime take, based on any 
investigation within that period ? 

Mr. Morse. Until there was an indication that a breach had, in fact, 
occurred, I do not see that there was much that Maritime would be 
obligated to do. 

Mr. Auten. Or anything. 

Mr. Morse. I do not see anything other than to keep an eye on the 
financial transactions to be assured that the income being received by 
the contractor, here Alexander S. Onassis Corp., in fact went into the 
bank in New York as required under the agreement with Maritime. 

Mr. Auxen. It is in the record whether or not you had such an as- 
surance / 

Mr. Morse. Whether we had such an assurance / 

Mr. ALLEN. Yes. 

Mr. Morse. Yes; that was developed, I believe, in the previous pro- 
ceeding, but, in any event, there was obligation on the part of Victory 
Carriers, Inc., and Alexander S. Onassis C orp. to deposit all of the 
earnings in a New York bank. 

Mr. Auten. There was one sum of $8 million as liquidated damages 
agreed on. Can you tell whether, at this time, it is probable, or 
possible, or improbable that that $8 million will be available by the 
time that any suit to collect it would be terminated ? 

Mr. Morse. It is quite probable that the funds will be in hand in the 
bank. 

Mr. Aten. Are those so deposited that they are impounded until 
this suit is brought to a conclusion ? 

Mr. Morse. No; they are not impounded, but the obligation of the 
Alexander S. Onassis Corp. and Captain Conway and the group who 
run this organization is that the funds will remain in the bank and be 
used only for normal corporate business. 

Mr. Atren. You would be in the position of an unsecured creditor 
as to $8 million, but with a debtor whose net assets would cover it? 

Mr. Morse. I did not catch your question; I am sorry. 

Mr. Atxen. If you get a judgment for $8 million, are you then in 
a position of an unsecured creditor of a debtor whose net worth is 
ample to cover the debt? 

Mr. Morsr. Yes; I would say we would be the unsecured creditor. 

Mr. Atten. Mr. Prowse also got me a little confused in his state- 
ment of a generalization, I believe, that any corporation could be 
milked at any time, or something to that effect. Applying it to the 
corporations here, has there been any milking, and who can milk 
them? 

Mr. Prowse. There is no indication, sir. 

Mr. Atten. What corporations are involved, in the first place? 

Mr. Morse. Victory Carriers, Inc., and Alexander S. S. Onassis 
Corp. 
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Mr. Aten. How about the trust funds? 

Mr. Morss. Well, that is not a corporation, sir. 

Mr. Auten. As to the two corporations, is there any evidence of 
any milking or who could milk them ¢ 

Mr. Morse. There is no evidence. The only milking that could be 
done would be something in the way of some criminal act, as I 
would view it, improper withdrawal of funds, which would consti- 
tute a crime. 

Mr. Auten. The trust fund might, under some circumstances, be 
indebted to the Government, as I understand the testimony. 

Mr. Morse. Yes, sir. I do not know whether it was Victory Car- 
riers, Inc., or the trust itself that was indebted to the Government. 
Most of that money has been paid, the $7 million settlement, and most 
of the income taxes which were assessed against the American com- 
panies. 

Mr. Atien. If we apply this milk statement to trust funds, is there 
any possibility that it could be milked to the damage of the Govern- 
ment, and, if so, who could do it? 

Mr. Morse. I do not think it could be done by anyone. 

Mr. Aten. If the fund disappears, it would be in the nature of 
a criminal embezzlement or something like that ? 

Mr. Morse. That would be my belief; yes, sir. 

Mr. Auten. Turning to the possibility of some settlement, to which 
I think you referred and in which more shipbuilding might be accom- 
plished, what ships might still be built that are now in jeopardy of 
not being built? 

Mr. Morse. I think that, from my discussions with Captain Con- 
way, provided we made mortgage insurance available, they would 
proceed with the two 46,000-tonners if they were able to get a deferral 
for a period of time of the building of the 100,000-tonner. 

Mr. Auten. And what would be the cost of the two 46,000-tonners ? 

Mr. Morse. Around $25 million. 

Mr. Auten. To get that done you would sacrifice the liquidated 
damages of $8 million, I take it, or some part of it? 

Mr. Morse. That would be a matter of negotiation only as to how 
much, if any, of the reduction in the liquidated damages would result. 

Mr. Aten. Just to get in the record a standard of comparison, if 
we were going to get ships built by the ordinary subsidy under the 
1936 act, what value of ships could be built if the Government subsidy 
were $8 million ? 

Mr. Morse. We are paying about 47 percent construction subsidy, 
say 50 percent. That would be a $16 million ship. 

Mr. Aten. Is it a fair comparison to say that on the settlement 
that you might negotiate you would get $25 million? 

Mr. Morse. We would get in the neighborhood of $25 million of 
new construction against some reduction in the $8 million penalty, 
certainly not on an elimination of the $8 million penalty, if any 
reduction. 

Mr. Auten. Thank you, Mr. Chairman. 

The CHarrman. Mr. Morse, we held these hearings in March of 
1957, which brought to light all this Onassis transaction and the two 
cases in the Department of Justice. That is correct; is it not? 

Mr. Morse. There was a very full-scale hearing in 1957. 
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The Cuairman. Now, at that time this committee showed great 
concern with respect to this matter. 

Now we are speaking here of just the ordinary transaction in the 
Department of Commerce and before the Maritime Board. This is 
a particular case. This is not just your regular routine of business 
with people who have not been charged with any criminal or civil 
offenses. We were dealing here with a particular case that came to 
light during the e questioning of whether or not it was the best policy 
to trade-out ships. That is what started the hearings, is it not? 

Mr. Morse. Yes, sir. 

The Cuarrman. What was the best policy with respect to trading 
out these ships, and if I recall rightly, you stressed the point “W ell, 
we trade them out and we build some new ships.” 

Here we have run into people who evidently must have been pretty 
close on the fringe of violating the law, because their companies 
pleaded guilty, but 4 months after the hearing now we enter into 
an arrangement for them to trade out and build. That is 4 months 
after this committee expresses its great interest and doubt about the 
best thing for us to do with respect to trading our ships. Four months 
afterward we come up with a trade out in this case. Never did I think 
that anything in this transaction hinged on the building of ships, as 
substitutes for those that were traded out in July of 1957 other than 
the settlement of the suits. 

Never did I have any idea at that time that anything depended on 
any contract concerning these new ships to be built, and I don’t 
recall that it was ever mentioned in the hearings. That is what gives 
me such concern in this matter. From the very first negotiations 
with you when you came down to see me about this, as I understand 
it, this arrangement made by somebody else, precluded any foreign 
ownership influencing or operating this trust fund or the manage- 
ment of these companies. 

Mr. Morse. There has been no proof to me that foreign ownership 
has managed the trust fund or the corporation, sir. 

The CHarrman. Mr. Morse, I have a lot of information myself 
about that. That is like the old fellow losing his chickens. He did 
not see the hawk catch them but the hawk was up there when he left 
home. That is it. This thing is just not the ordinary transaction of 
business in Maritime. This is just a particular case, a separate case 
all the way through, in my mind. 

Mr. Morse. That may be so in your mind, Mr. Bonner. We were 
dealing with citizen-owned, citizen-controlled corporations and it was 
no different to me than any other transaction. 

The Cuatrman. Well, certainly it wasn’t developed in our hearing 
and I was certainly misled that when I asked you the question, and 
I asked Justice the question, “Was there any doubt in your mind?” 
That was before the transaction of letting them trade out took place 
that I asked that question, was there any doubt in your mind or any 
doubt in the minds of Justice, or won’t you all draw this thing up so 

tight that there could not be any doubt about the building to replace 
the ships traded out. 

Now, that was 4 months before the trade out was permitted. That 
is what gives me difficulty in the problem. I would have much pre- 
ferred in this case if Justice had just lost the case and wiped their 
hands, because your organization, those who operated your organi- 
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zation previously had cited these people to Justice and we turned 
right around and went back in business with them. It is going to be 
shown here, or I think it is going to be shown, that there is an : influ- 
ence that operates this trust. Comparing this with other cases does 
not influence me at all. When you first. approached me about sub- 
stituting the two ships that were being built for foreign operation, 
I said “That is not the question with me at all.” I then said, “Well, 
what business has that party with this transaction?” None what- 
soever. 

Mr. Morse. There has been no indication to me at any time that 
Captain Conway is not running Victory Carrier. 

The CuatrmMan. Understand me, now. Wait a minute. I am not 
questioning Captain Conway at all. I think that is going to be 
shown that, there is bound to be somebody. From the answers that 
were given over here, I never had the slightest idea in my mind then 
that they were dependent on any kind of future transactions because 
in all the history of this Maritime business you know we have peaks 
and valleys, ups and downs. I thought that this transaction was 
made as a part of a settlement of these two lawsuits and that there 
was no doubt that this transaction would be carried through. It is 
in the record, I presume, what the increased value of these ships were 
when they were traded out. ‘That is in the record. 

Mr. Morse. About $8 million. 

The CHarrman. That is $8 million. There certainly must have 
been a tremendous urge to transfer because at that time things were 
pretty lush in the shipping business. 

Mr. Morse. Yes, sir. 

The Cxarrman. So there must be a tremendous amount of money 
that should have been paid from these ships operating foreign into 
this trust fund. 

Mr. Morse. It is being paid into the banks in New York. 

The CuairMan. I am not questioning whether it is being paid but 
there must have been a pretty large amount of money, I thought, 
based on your assurance, that that would be sufficient to carry out 
this building program. That is why I have been concerned and I 
disassociate altogether any normal business transactions that you 

carry on with others from this transaction. 

Mr. Zincke? 

Mr. Zincxe. Mr. Morse, would there be anything unlawful about 
a declaration of a cash dividend by the directors of Victory 
Carriers? 

Mr. Morse. No; I don’t think it would be unlawful. 

Mr. Zincxre. Would there be anything unlawful about a declara- 
tion of a cash dividend by Alexander S. Onassis Corp. directors? 

Mr. Morse. I do not think it would be unlawful. 

Mr. Zinckxe. Would there be anything unlawful about a payment 
by the trustee to the beneficiaries as of now ? 

Mr. Morse. I do not know of any unlawful action. 

Mr. Zincxe. Well, then, your statement that the only means by 
which these corporations ¢ ould be milked would be based on an illegal 
transaction was not quite accurate, was it ? 

Mr. Morse. The two corporations and the trust of obligations to 
proceed with the building of the ships, and they could not legiti- 
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mately put themselves in a position where they cannot proceed with 
the construction. 

Mr. Zincxe. That is a future obligation, Mr. Morse. If they are 
in a cash position at present to pay a dividend, if they are solvent, 
it is not unlawful for them to do so. It is not illegitimate for them 
to do so, is it? 

Mr. Morse. In my opinion it would be if it meant that they would 
not be in position to proceed with their obligation. 

Mr. Zincxe. Mr. Morse, their obligation is merely a contract, is it 
not ? 

Mr. Morse. Correct. 

Mr. Zrncxe. For future performance. 

Mr. Morse. That is correct. 

Mr. Zrncxe. And it is your position that when a corporation makes 
a contract for future performance that any dividend paid in the 
meantime that might impair its performance of that contract would 
be illegitimate ? 

Mr. Morse. It would certainly be improper. 

Mr. Zrncxe. It would be improper ? 

Mr. Morse. In my opinion, if they put themselves in a position 
where they could not complete their other obligations I think that 
would be an improper declaration of dividends by the directors. I 
am not a corporation lawyer and you are asking my opinion. I am 
telling you, sir. 

Mr. Zincxe. Yes, sir. I assume your qualifications in the light of 
your answers. You expressed an opinion as to the integrity of the 
individuals operating Victory Carriers, and the trust and high opinion 
of their character a few minutes ago, did you not? 

Mr. Morse. Yes, sir. 

Mr. Zrnckr. When you expressed your high opinion of the integrity 
of the individuals operating Victory Carriers I assume that you were 
aware that a vice president and the treasurer had been under indict- 
ment by the United States in the preceding case and that they were let 
out of the indictment on a technicality. 

Mr. Morse. I was referring specifically to Captain Conway. 

Mr. Zincke. You were not referring to the other officers or directors 
of Victory Carriers; is that correct ? 

Mr. Morse. I was referring specifically to Captain Conway, only. 

Mr. Zinckr. Solely to Captain Conway ? 

Mr. Morse. Yes, sir. 

Mr. Zrncxer. Thank you, sir. 

Mr. ZetenKo. Mr. Chairman, I have a question, if you do not mind. 

The Cuarrman. Do not go over it again. 

Mr. Zetenko. This is nothing that has been gone over. 

Mr. Morse, by the way, when was it for ‘the first time since the 
criminal case was settled that Mr. Onassis got in touch with you per- 
sonally or you got in touch with him? 

Mr. Morse. I did not get in touch with him. The first time that 
he came down, on a quick check of my records, was February 26, 1958. 

Mr. ZeLenxKo. I see. 

Now, some time in March, I think it was the 25th, you telep phoned 
my office, did you not, and you came over to my office with ( aptain 
Conway, Mr. Seaver, and Mr. Onassis? 

Mr. Morse. Correct. 
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Mr. ZeLenKo. And do you recall that before you came over you 
asked me whether I wanted to see Mr. Onassis alone, or with Captain 
Conway, or all of you together ? 

Mr. Morse. Yes, sir. 

Mr. ZetenKo. What was your purpose in sending Mr. Onassis over 
to my office? You offered to send him over alone. 

Mr. Morse. I did not send him over. 

Mr. ZeLenxo. You asked me whether I would see him alone, did 
you not! 

Mr. Morse. Yes. 

Mr. ZetenKo. Did you not? 

Mr. Morse. Yes. 

Mr. ZELENKO. Your answer is “Yes” ¢ 

Mr. Morse. Yes. 

Mr. ZELENKO. What was your purpose? That was an offer to send 
Mr. Onassis over to see me alone. What was the purpose in sending 
Mr. Onassis over alone to my office ? 

Mr. Morse. Again I did not send him over, sir. Mr. Onassis wanted 
to come over and see you. I phoned and said, “Do you want to see 
him alone, do you want to see him with Captain Conway or with me, 
or what?” 

Mr. Ze.enKo. If I had said “Yes,” you would have sent Mr. Onassis 
over to see me alone ? 

Mr. Morsr. I would not have sent anyone. I would have reported 
to Mr. Onassis that you were willing to see him. 

Mr. ZeLenko. Had he asked you? 

Mr. Morse. Yes. 

Mr. ZeLENKO. If I said yos, you would have said “It is all right to 
go to see Congressman Ze lenko” 

Mr. Morse. I would have aan that it was all right to go over to 
see you. 

Mr. Zevenko. Did you know what he wanted to talk about ? 

Mr. Morse. He wanted to talk about the building problems. 

Mr. ZeLENKo. He was not Captain Conway, was he ? 

Mr. Morse. He has never been known to me to be Captain Conway. 

Mr. ZeLENKO. You have been trying to tell us all through these 
hearings that this trust is under American control, Yet you send 
over an alien. 

Mr. Morse. I didn’t send over anyone. 

Mr. ZetenKo. To talk to me about this trust. That is not con- 
sistent, is it? 

Mr. Morse. I did not send over anyone, sir. 

Mr. ZeELENKO. You offered to, did you not ? 

Mr. Morse. I passed on a message. I just repeated a moment ago 
Mr. Onassis indicated he would like to see you, and I phoned you. 

Mr. ZELENKO. You were acting as a messenger for Mr. Onassis ? 

Mr. Morsr. If you want to put it that way 

Mr. ZeLenNKO. That is what you were doing. I put it that way. 

Mr. Morse. I have no answer to your question, sir. 

Mr. Zetenxo. As Administrator, knowing this entire transaction, 
do you feel that this was in the proper per formance of your duty and 
in the light of everything that took place to arrange a meeting or act 
as a messenger between Mr. Onassis and a member of this committee? 
Do you feel that that was the proper thing to do? 
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Mr. Morse. Yes. 

Mr. ZetenKo. It was. Isthat what your answer is? 

Mr. Morse. My answer was “yes.” 

Mr. Auten. Mr. Chairman, Mr. Santangelo asked some questions at 
a prior hearing, and we just had a discussion. Would it be in order 
for him to clear up a couple of points at this point ? 

The CHAIRMAN. Yes. 

Mr. SanTANGELO. Last year, Mr. Morse, you testified, and it is in 
the record at page 165 where I asked you some questions about whether 
or not there was a bond being put up by the trustees, or Victory 
Carriers, for the performance of construction of the two smaller ships, 
and the larger ship, and you said that there is no bond but it is merely 
a promise on their part without security or collateral, and that you 
had no surety bond. Whether the shipyard had a surety bond you 
did not know. Did you request a bond of $8 million for the faithful 
performance of the terms of the agreement which you entered into? 

Mr. Morse. No, sir. 

Mr. SanTancew. Is there any reason why you did not ? 

Mr. Morse. We have not done so in any other instances 

Mr. Santancero. You knew that the issue of a bond had been raised 
by the committee. In view of the fact that they raised the question 
of their nonperformance and mentioned the fact of the bond, did you 
think it was appropriate for you under those circumstances to ask for 
a bond, a performance bond ? 

Mr. Morse. I thought it was unnecessary and did not ask for one. 

Mr. Santancevo. It is not that it was not given to you. You did 
not ask for it? 

Mr. Morse. The $8 million wouldn’t have built the ships, Mr. Con- 
gressman. 

Mr. SantanGexo. I know it would not have built the ships, but as 
liquidated damages you did not ask for a performance bond of $8 
million ? 

Mr. Morse. No, sir; for very good reason. There will be adequate 
funds generated to pay that $8 million judgment. 

Mr. Sanrancero. That is a question we do not know at this point. 

In answer to the chairman last year you made a statement, and it is 
on page 437. Your words then were: 

What I am saying is that we will not approve that sale until we are assured 
that funds will be made available for the completion of the vessels. 

The chairman said: 

Then we are going over it again. Then the best assurance is dollars. You 
mean that the assurance is only the contract for the operation of the ships? 

And you said: 


Mr. Bonner, I think we are acting as reasonably prudent businessmen. The 
banks are willing to lend the money to build these ships on the same basis on 
which we are proceeding. What you are talking about is the earnings of the 
ships. 


The chairman said he did not have it clear and would not belabor 
the point. Then I refresh your recollection as to this statement: 


Well, we know that construction loans have been agreed to be made, but then 
we have not only that, but we also have assurances from the trustee, from the 
Victory Carriers itself, and before we will approve the transfer of the owner- 
ship, we will get assurances from the transferee corporation as well as the 
trustee. 
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What assurances did you get from the Victory Carriers Corp. 
and/or the trustee for the performance of these two ships and the 
large ship ¢ 

Mr. Morse. The signature on the obligation to build the ships. 

Mr. Sanranceno, That is the only assurance you received from 
them ¢ 

Mr. Morse. Plus all of the other obligations as to where the funds 
would be deposited. They are all spelled out in the group of docu- 
ments. I could not identify them offhand. 

Mr. Sanrancero. In other words, your meaning of the word “assur- 
ances” is that they are additional promises or statements that they 
submitted to you, but not cash ? 

Mr. Morse. Correct, not cash or a surety bond. 

Mr. SanrancGeLo. In other words, assurances do not mean to you 
cash or a surety bond ¢ 

Mr. Morse. Correct. 

Mr. SanranGevo. I have no further questions. I just wanted to 
clarify that point, sir. 

The CuarrmMan. All right. 

Mr. Zecenxo. I did not hear this this morning. When did you 
first become personally acquainted with Mr. Onassis ? 

Mr. Morse. 1946. 

Mr, ZELENKO. Was it on a business or social basis ? 

Mr. Morse. I saw him once, to the best of my recollection, in 1946 
with the possibility that I might do some legal work for him. He 
was unwilling to pay what I considered would be a fair charge and 
my relationship terminated. 

Mr. ZeLtenko. Was the subject of that discussion these ships? 

Mr. Morse. No, sir. 

Mr. ZetenKo. When did you next have a discussion with him, 
either business or social, from that time on ? 

Mr. Morse. A social visit in Paris. It was either in the middle 
of 1957 or the middle of 1956, that lunch that I mentioned earlier in 
the session today. 

Mr. ZeLenko. From that time on did you have any discussion of 


business or pleasure with him until the time that you became Mari- 
time Administrator / 


Mr. Morse. I was then Maritime Administrator. 

Mr. ZELENKO. I see. When was that? 

Mr. Morse. It was when I was in Paris. I don’t recall whether 
it was the 1956 trip or the 1957 trip. 

Mr. Ze_enxko. I see. 

Mr. Morse. I think it was 1956. 

Mr. ZeLteENKO. I want to ask you this: You have been in touch, 
have you not, from time to time in regard to this trust, with various 
officials of the Department of Justice such as Mr. Doub, who was 
here last year, Mr. Olney and Judge Burger and Mr. Colby ? Were 
vou / 

Mr. Morse. I was in fairly frequent touch with them at the time 
the trust agreement was being finalized. Subsequent to that I don’t 
think I have had any conversation with anyone from the Depart- 
ment of Justice about this matter until the last week or 2 weeks. 

Mr. Zetenko. I want to go back to about that time and I want you 
to try to remember. Was ‘there anybody else in the Department of 
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Justice other than the names of these people that we have mentioned 
that spoke to you or anybody in your department about this 
transaction ¢ 

Mr. Morse. In the Department of Justice / 

Mr. Zetenxo. That is right. 

Mr. Morse. Not to the best of my recollection. 

Mr. Zetenko. You cannot remember that there might be? 

Mr. Morss. I had very few if any transactions with these people. 
I am talking about people in the Department of Justice. 

Mr, ZetenKo. That is right. 

Mr. Morse. Either it was done by Mr. Metz or Mr. Pimper, who 
were then in our General Counsel’s Office. Mr. Lifton was in on this 
transaction, I remember. 

Mr. Zevenxo. Anybody else? 

Mr. Morse. The only ones I can recall ever having discussions with 
were Mr. Lifton and Judge Burger, me personally. 

Mr. ZeLenko. Anybody else / 

Mr. Morse. That is all, sir. 

Mr. ZeLenkKo. That is, you personally / 

Mr. Morse. Yes, sir. 

Mr. Zevenko. Do you know whether anybody else other than 
these men mentioned spoke to any of your people who were helping 
you with this trust agreement, if you know / 

Mr. Morse. Our people would have worked with Mr. Lifton, and 
Leavenworth Colby would have participated to some minor degree. 

Mr. ZeLENKO. Who else / 

Mr. Morse. Mr. Cooney. He is the only other name that I recall. 

Mr. ZeLtenko. No one else / 

Mr. Morse. No one else. 

Mr. Ze.enko. That goes for any of your associates who were 
working at that time concerning this trust agreement and your 
connection with working it out / 

Mr. Morse. I can’t advise you whom they may have contacted, 
but the only names that I recall are the ones I have indicated. 

Mr. Zerenko. At that time did anybody in the Department of 
Commerce, any of your superiors, speak to you concerning any 
phase of this transaction ? 

Mr. Morss. I never had any discussions with anyone in the De- 
partment of Commerce about thisitransaction. 

Mr. ZeLenKO. When did you assume office ? 

Mr. Morse. I think it was about February or March 1955. 

Mr. Zecenko. It was a number of months before the settlement 
of the civil and criminal case? 

Mr. Morsr. I believe so. 

Mr. ZeLenKo. Who was your predecessor ? 

Mr. Morse. Mr. Louis Rothschild. 

Mr. Zetenxo. Did you discuss this matter with him in taking 
over your office ? 

Mr. Morse. I donot think so. Not to my recollection. 

Mr. ZeLenKo. Nothing at all? 

All right; that is all I have. 

The Cuarrman. The committee will stand adjourned until tomor- 
row morning at 10 o’clock. 
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Mr. Morse. May I call your attention, Mr. Bonner, to the faet 
that in this matter of bank loans I wrote a letter to the commesttee 
which appears on page 466 of the part I testimony hearings last 
year, which made a correction on my statement about the banks 
commitments. 

The CHairman. Captain Conway will be the witness tomorrow 
morning at 10 o’clock. 

Mr. ZeLENKO. One more think. Before you assumed this office 
you were counsel for the Maritime Administration; is that right? 

Mr. Morse. Yes, sir. 

Mr. ZeLtenko. And you were not familiar with this matter when 
you were counsel ? 

Mr. Morss. I knew that there was litigation pending but I per- 
sonally wasn’t in our office. 

The CuHatrman. The committee will stand adjourned until 10 
o'clock tomorrow morning. 

(Whereupon, at 4: 50 p. m. the committee was recessed, to reconvene 
at 10 a.m. Wednesday, June 18, 1958.) 
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Houser oF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE OF THE 
CoMMITTEE ON MercHANT MARINE AND FISHERIES, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman) pre- 
siding. 

Present: Representatives Bonner, Kluczynski, Zelenko, Tollefson, 
and Allen. 

Present also: Representative Mailliard. 

Also present: Bernard J. Zincke, counsel; Robert H. Cowen, coun- 
sel, and William B. Winfield, chief clerk. 

The Cuairman. The committee will come to order. 

Captain Conway, would you let me swear you? 

Mr. Conway. Yes, sir. 

The CHAIRMAN. Do you swear that the evidence you give in this 
matter will be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Conway. I do, sir. 


TESTIMONY OF GRANVILLE CONWAY, PRESIDENT, VICTORY CAR- 
RIERS, INC., AND ALEXANDER S. ONASSIS CORP.; AND CHARLES 
S. CUNNINGHAM, OF KIRLIN, CAMPBELL & KEATING, NEW YORK, 
N. Y., COUNSEL, GRACE NATIONAL BANK, TRUSTEE, ACCOM- 
PANIED BY E. TINSLEY RAY, VICE PRESIDENT AND TRUST 
OFFICER, GRACE NATIONAL BANK 


The CuarrmMan. Captain, will you identify yourself? 

Mr. Conway. My name is Granville Conway. I am president of 
the Victory Carriers, Inc., and the Alexander S. Onassis Corp. 

The CHarrmMan. Do you have a prepared statement which you would 
like to present / 

Mr. Conway. Yes,sir. I havea short statement which I would like 
to read, if you do not mind. 

The CHairnMAN, Yes, sir. 

Mr. Conway. On February 6, 1958, I received a letter from Mr. 
Morse, dated February 4, 1958, inquiring about the scheduled delivery 
dates of the new tankers, and requesting in the event we contemplated 
any modification or change in our shipbuilding program that we 
should communicate and discuss with the Maritime Administration 
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any proposed changes or modifications before the matter was discussed 
with the United States shipbuilders which had contracted to construct 
the vessels. 

I immediately called Mr. Morse on the telephone and informed him 
that we had not made any changes in the contracts and obviously 
would not have without first consulting with him. I advised him 
that we had requested the treasurer of Bethlehem Shipbuilding to 
contact us before any expenditures were made on hull 1681. 

At the board of directors’ meeting on February 18, 1958, we dis- 
cussed the entire shipbuilding program. As a result of these discus- 
sions it was decided that Mr. Stillman, president of the Grace National 
Bank of New York, Mr. Ray, vice president and trust officer of the 
Grace National Bank of New York, and myself should proceed to 
Washington and discuss the situation with Mr. Morse. 

I made an appointment with Mr. Morse for February 26, 1958, for 
Mr. Stillman, Mr. Ray, and myself to visit with him in Washington 
to discuss the entire shipbuilding program. Prior to leaving for Wash- 
ington Mr. Onassis, who had arrived in New York over the weekend, 
asked me if he could join us in our visit with Mr. Morse, and when 
informed that we had no objections, Mr. Onassis contacted Mr. Morse 
and the four of us met in Mr. Morse’s office on February 26, at which 
time we discussed the company’s position regarding contract No. 
MA-~1439 dated January 25, 1957—as amended May 23, 1957—bet ween 
United States Maritime Administration, Victory Carriers, Inc., Alex- 
ander S. Onassis Corp. and Grace National Bank of New York, as 
trustee. 

We referred Mr. Morse to the cash projection which we had sub- 
mitted to him May 28, 1957, at which time he gave approval for 
transfer to the foreign corporation on the basis of which we would 
have $20 million available for the new ship construction program. We 
also presented Mr. Morse with a new cash projection which indicated 
that we would still have available $20 million for new ship construc- 
tion, and I might add that our cash projection as of this month indi- 
cates that we are continuing to maintain that same position. 

We also wish to point out that since the settlement agreement with 
the Department of Justice we have paid the Federal Government over 
$19 million; also approximately $10 million to other creditors. How- 
ever, since signing the contract, the whole economic picture, insofar as 
the tanker market is concerned, has drastically changed. 

Certainly we could not have foreseen that our Government would 
impose restrictions on the imports of foreign oil which has naturally 
affected the use of large tankers, as a result of which the major im- 
porting oi] companies are not only refusing to charter other tonnage 
but are laying up their own ships. 

We have made several attempts to charter these vessels either as 
tankers or ore carriers but because of the poor market conditions we 
have been unsuccessful. 

During our meeting with Mr. Morse on February 26 the question 
came up about the substitution of builders hulls 1661 and 1662, now 
under construction for account of Mr. Onassis, for builders hulls 1671 
and 1672, also postponing the 106,000-ton vessel until the tanker market 
improves. | 

By letter, dated March 13, 1958, Mr. Morse advised Victory Car- 


riers, Inc. 
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‘The CHarrMan. What was that date? 

Mr. Conway. March 13. 

By letter dated March 13, 1958, Mr. Morse advised Victory Car- 
riers, Inc., that he was agreeable to substituting the 2 Onassis tankers 
for our 2 new buildings. Shortly thereafter he orally advised me 
that a member of the House Merchant Marine Committee had raised 
serious objections to the proposal contained in his letter and the effect 
of such opposition put an end to his proposal. I later suggested that 
we saan our two 46,000-ton tankers (hulls 1671 and 1672) as 
originally scheduled, and defer the 106,000-ton tanker until conditions 
improved. However he informed me that it was his understanding 
the House Merchant Marine Committee would require that we either 
complete the entire program, by’ meéting the delivery dates as sched- 
uled in the contract, or the committee would wish to have a hearing 
on this subject. 

From all the statistics that we have been able to assemble, and as- 
suming oil import restrictions continue, it would appear that the 
tanker market will be overtonnaged for the next 2 to 3 years; there- 
fore the question is how far can we reasonably proceed with the new 
building program at this particular time, taking into consideration 
the resources available to us. 

In order to obtain financing which would enable us to complete a 
building program such as the one we contracted for, our company 
must have: 

(a) Charters from well-established oil companies ; or 

(6) Guaranteed mortgage insurance from the U nited States Mari- 
time Administration ; and 

(¢) Sufficient funds to enable the company to cover losses should 
the tanker market prove to be as bad as our statistics indicate. 

Mr. Auten. Mr. Chairman, may I ask a question here 4 

Captain Conway, ina number of instances you have said, “We have 
to do this,” and “Our company had-to-do that,” and you have used the 
term “us.” Could you tell me what the word “we” refers to? 

Mr. Conway. When I talk about “we,’ I am talking about the 
Alexander S. Onassis Corp. and Victory Carriers, the company. 

Mr. ALLEN. It is just the one company that you refer to when you 
say “we.” You do not refer to the company which has the word 
“Onassis” in its name, and you do not refer to the trust ? 

Mr: Conway. The Victory Carriers, of course, contracted for the 
ships but the Alexander S. Onassis Corp. is in the trust. That is part 
of the whole setup here where we derive the revenue from. 

Mr. ALLEN, You cannot define “we,” then, in applying to any of 
these three elements ¢ 

Mr. Conway. When I say “we,” I am talking about these ships in 
the two companies which are in the trust. 

Mr. ALven. Thank you. 

Mr. Conway. I think that it is important that we keep the Alex- 
ander S. Onassis Corp. away from any of Mr. Onassis’ foreign interests. 

Our company will have sufficient funds to pay for approximately 
40 percent of the cost of the entire building program, and as I stated 
before your committee last year we will be able to manage our pay- 
ments to the builders well into 1959; however, unlike last. year, when 
I stated we hoped we would be able to obtain charters for these ves- 

sels in 1959, which would provide us with the necessary. financing to 
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complete the payments, it now appears extremely doubtful whether 
we can obtain charters in 1959. Also, Mr. Morse informed me he could 
not at this time grant us mortgage insurance on the 106,000-ton tanker. 
This obviously eliminates any possibility of the shipbuilder complet- 
ing this vessel on schedule for the simple reason that we could not ob- 
tain financing. 

It is my view that a reasonable approach to this problem, and one 
that we can safely proceed with, would be the building of the two 
46,000-ton tankers (hulls 1671 and 1672) as or iginally se heduled, and 
defer the 106,000-tonner until there is a reasonable opportunity for 
successful charters. 

Under the circumstances it was obvious that we could not proceed 
with the whole program as originally scheduled and inasmuch as ad- 
ditional costs were accruing under the shipbuilding contract we were 
left with no alternative other than to advise Mr. Morse of our posi- 
tion as per our letter of April 15, 1958, and await a hearing of your 
committee. 

Although Bethlehem Shipbuilding Co. is aware of our problem, we 
have taken no steps toward canceling the shipbuilding contract, since 
it has been our belief that after the facts were presented to this com- 
mittee it would be possible for us to work out a practical solution to 
this problem with the Maritime Administration for the mutual benefit 
of all concerned. 

Thank you. 

The Cuarrman. Counsel ? 

Mr. Cowen. At the beginning of your statement you said that you 
received a letter on Febru: ary 4 or February 6 of this year. 

Mr. Conway. February 6. 

Mr. Cowen. Was that the first time you had contracted Mr. Morse 
relative to the building program, sir ? 

Mr. Conway. Well, the first time we had contacted him since we 
started the thing, yes. It is the first contact we had with Mr. Morse 
regarding any changes i in the contract or anything else, yes, sir. 

Mr. Cowen. And Mr. Onassis happened to be in town over that par- 
ticular period and decided to come with you to Washington / 

Mr. Conway. Of course, that was later on. 

Mr. Cowen. Yes. 

Mr. Conway. Yes, sir. 

Mr. Cowen. Was he notified of the pending meeting with Mr. 
Morse? 

Mr. Conway. No, not to my knowledge. 

Mr. Cowen. And the reason he came was because he himself tele- 
phoned Mr. Morse to see if it was agreeable / 

Mr. Conway. No,no. He came over the weekend. 

Mr. Cowen. Yes, sir. 

Mr. Conway. And he found that we were going down to see Mr. 
Morse, as I understand it, and then he asked whether he could go down 
with us, and I told him, of course, that as far as we were concerned, we 
had no objection, and he made the appointment with Mr. Morse. 

Mr. Cowen. Now, sir, I notice from the minutes of the regular 
meeting of the board of directors of Victory Carriers, on March 4, 
1958, “Present at the meeting Granville Conway, Ralph Stillman, 
Charles S. Cunningham, John C. Griswold, Nicolas Cokkinis, con- 
stituting a quorum of the board of directors. Also present were Mr. 
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E. Tinsley Ray, secretary of the company, and by invitation of the 
board Mr. Thomas R. Lincoln, the vice president, and Mr. Aristoteles 
S. Onassis.” 

Now, the board of directors invited these gentlemen to be present 
at the meeting of Victory Carriers ? 

Mr. Conway. Yes, sir. 

Mr. Cowen. Now, I read from the minutes of that meeting: 

(For March 4 meeting and other meetings, see p. 153. ) 

Mr. Cowen. That was what transpired at your March 4, 1958, 
meeting ¢ 

Mr. Conway. Yes,sir. March4. That is the meeting of the board. 
That is right. 

Mr. Cowen. That was a report on what transpired with Mr. Morse 
at the February 26 meeting ? 

Mr. Cowen. That is correct. 

Is that an accurate report of the events which transpired there ? 

Mr. Conway. Yes, sir. 

Mr. Cowen. Now, I note that in that you stated that approximately 
$16 million had been paid to the Government. 

Can you enumerate that expenditure or itemize it, sir? 

Mr. Conway. The settlement agreement was $7 million. The 
amount. paid to the Maritime that is on the mortgages that were in 
arrears and the mortgage payments on the vessels prior to transfer 
and so on was $4,410,000. Our taxes that we have paid has been 
$8,037,000. 

Mr. Cowen. Now, sir, what taxes were those, Captain Conway ? 

Mr. Conway. W ell, the taxes from 1948 to 19: 54 were $4,212,176. 

Mr. Cowen. Now, what taxes? Would you enumer: ite? Was that 
U.S. P. C. back taxes, or what back taxes were they, sir? 

Mr. Conway. It was the taxes that they had assessed against the 
American company because they had chartered the American ships 
to the Panamanian corporation and the Internal Revenue said, as I 
understand it, that this was not an arm’s length transaction so there- 
fore this was subject to tax; so what they did was they took the time 
charter rates as of the dates that the charters were made between the 
American corporation. 

Mr. ZeLeNKo. When you say “American corporation,” will you give 
us the name of the corporation ? 

Mr. Conway. Victory Carriers. 

Mr. ZeLtenKo. I am not right on that. Some were, I suppose, Vic- 
tory. Itisthe U.S. P.and the Trafalgar 

Counsel wants to know whose taxes were you paying? I am sorry. 

Mr. Conway. It was the American companies and Tam sure that it 
was the Trafalgar, United States Petroleum, and the Western, and 
certainly some were the Victory Carriers. 

Incidentally, I think I mentioned tankers. That also applied to 
the Victory Carrier dry cargo vessels as well. 

Mr. Cowen. Now, on this question of taxes, when did that first 
arise that these taxes were to be paid? Had Victory Carriers been 
incorporated as such at that time, sir? 

Mr. Conway. Well, we knew that there were back taxes because the 
Internal Revenue people were in there, and, as a matter of fact, it is 
my understanding that there never was a tax closing for any single 
year of those companies because this tax, you can see, goes back to 1948, 
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Mr. Cowen. Yes, sir. Who ostensibly owned those companies? 
Who owned those companies that had the tax arrears? 

Mr. Conway. Frankly, I am afraid that I cannot answer. I mean 
because this happened cer tainly before we went in there. 

Mr. Cowen. I am concerned with this proposition here, sir. Vic- 
tory Carriers was formed or organized or chartered, whatever word 
you want to use there, sir, with ‘the intent as I understand it to place 
certain moneys in a trust fund to be used for a building contract, but 
from that same money we have seen $7 million paid in a settlement 
agreement and over $4 million paid in taxes. 

Mr. Conway. That is right. 

Mr. Cowen. Rather than having a building fund, this amount has 
gone into other holes. 

Mr. Conway. Could I ask the attorney just a minute ? 

Mr. Cowen. Yes. 

The CHatrman. Captain, will you identify your two associates’ 

Mr. Conway. This is Mr. Charles Cunningham, of Kirlin, Camp- 
bell & Keating, attorneys. 

The Cuarrman. Who are they ? 

Mr. Conway. They are New York attorneys, attorneys for the 
trust and the Grace Bank. 

The Cuamrman. They represent you. 

Mr. Conway. This is Mr. Tinsley Ray, who is the vice president 
of the Grace Bank and the trust officer of the Grace Bank. 

Mr. Bonner, if you do not mind, I think that we had better get 
some detailed statement on that, in "order to give you the real facts 
on that. 

The Coarrman. What do you mean by that? 

Mr. Conway. I know that Department of Internal Revenue was 
looking to us for this revenue. That I know, and those were the peo- 
ple we paid it to, and certainly it was my understanding that we were 
the ones that were supposed to pay it. 

The Cuamman. That was an indebtedness incurred previous to the 
time that you came into existence ? 

Mr. Conway. Oh, yes, yes. 

The Cuarrman. Was this provided for in the trust ? 

Mr. Conway. Well, I certainly assume that it was provided for. 

The Cuatrman. I am not asking for your assumption. I ask your 
attorney here. 

Mr. CunnrNGHAM. It was not provided for in the trust, Mr. Bon- 
ner. At the time the present directors and president stepped i in there, 
that corporation had such liabilities as it had. We had to take over 
as it was. 

In making a projection as to what moneys would be available for 
this new shipbuilding program, recognition was given to the fact 
that there were pending assertions of deficiencies for prior years’ in- 
come taxes. Victory Carriers, Mr. Cowen, in answer to your ques- 
tion, was an operating corporation and had been in existence for I 


do not know just how long, but for some years prior to the time that 
wecamein. We had to take it as it was. 

Mr. Atien. Mr. Chairman. 

The Cuatrman. Mr. Allen. 
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Mr. Auten. If you had not made a voluntary payment on the taxes 
to the Government, could the Government have constrained or levied 
upon your assets and forced you to pay them ? 

Mr. Cunnineuam. Mr. Allen, they were after us hard. We had 
numerous conferences with the district director up in New York and 
there were threats of that very thing, and we worked out an arrange- 
ment with them whereby we placed funds from Onassis Corp. in 
escrow to assure the collection of such taxes as might be determined 
to be payable. 

Mr. Auten. A more direct answer would be, I take it, that, had 
the Internal Revenue Department wished to, they could have forced 
payment of all of the taxes rather than just the part that you made 
in egy ros 

Mr. NNINGHAM. That is right. What we paid was the result 
of a one out, like anyone else, a settlement as to what the proper 
tax liability was. 

The CHarrMan. Let us develop this a little more by the counsel. 

Mr. Auten. May I make one further suggestion, Mr. Chairman? 

The Cuarrman. Yes. 

Mr. AttEeN. The witness, at least one of them, is under oath. I 
think the practice of the committee is to pay little or no attention 
to what a man knows of his own knowledge or whether he is stating 
his assumptions or what would technically be hearsay evidence. 

I think the witness or any witness under oath should be cautioned 
to either state positively what he knows of his own knowledge or to 
qualify very distinctly any statement that he is taking from an as- 
sumption, from hearsay, or from other sources that are beyond his 
own knowledge. 

The CHarrMan. You understand that, do you? 

Mr. Conway. Yes, sir. 

The CuHarrmMan. Are these two gentlemen with you going to testify 
ine onjunc tion with your testimony 4 ¢ 

Mr. Conway. I had understood that I would testify first and then 
Mr. Tinsley Ray would testify after me. 

The CuarrmMan. Do you mean, Mr. Allen, that we should swear the 
gentleman sitting at Mr. Conw: ay’s left? 

Mr. Aten. As to that, I do not know if they are going to testify. 
I will defer to the chairman. 

The Cuarrman. Just to keep the records straight, will you stand 
and be sworn. 

Do you swear that the evidence you will give in this case will be 
the truth, the whole truth, and nothing but the truth, so help you 
God ? 

Mr. Cunnineuam. I do, sir. 

May I say that I had not proposed to appear as a witness, but as 
counsel, I responded with some of the facts that Captain Conway 
a not have known. 

I, of course, answered them. 

I am willing to but I just wanted to clear it. 

The Cuarrman. All right. 

Now, will the counsel dev elop this? 
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Mr. Cowen. To go back to this Victory Carriers, Victory, Western, 
Trafalgar, and 1 or 2 others were brought i in to form V ictory, or came 
in under the Victory corporation; is that correct, sir! 

Mr. Conway. Yes, we only have 2 corporations now, the Victory 
corporation and the Alexander 5. Onassis Corp., those 2. 

The Victory corporation is the American one owning the American 
ships and the Alexander 8S. Onassis is the Liberian, the foreign. 

Mr. Cowen. And United States Petroleum Carriers was dissolved ? 

Mr. Conway. That is no longer in existence, that is right. So 
were Trafalgar and Western. 

Mr. Cowen. They were dissolved and their physical assets became 
the property of Victory / 

(Witness confers with his counsel.) 

Mr. Conway. The assets of Trafalgar, Western, and USP went 
over to Alexander S. Onassis Corp. 

Mr. Cowen. To Alexander S. Onassis? 

Mr. Conway. Yes. 

Mr. Cowen. And the taxes due since 1948 then fell upon Victory or 
Alexander S. Onassis to pay ? 

Mr. Conway. That is right, yes. 

Mr. Cowen. Was Justice notified of this when this agreement or 
trust was set up, sir? 

Mr. Conway. Yes, sir. We certainly did and we went over and 
also told them ourselves that we planned to transfer these ships 
foreign so that they would know exactly what we were going to do. 

Mr. Cowen. Captain Conway, did you yourself notify Justice or 
have any conversation with any individual relative to this, sir? 

Mr. Conway. Yes, sir. I did have conversations with Justice on 3 
or 4 occasions. 

(The witness confers with his counsel.) 

Mr. Conway. Oh, no. I thought you said Internal Revenue. Ex- 
cuse me. No. 

Mr. Cowen. Let me ask that again. 

Did you have any conversations with anyone in the Department of 
Justice or Maritime relative to the amount of taxes due and owing 
against these former corporations? 

Mr. Conway. Not with the Department of Justice. Not with the 
Department of Justice; no, sir. 

We did tell the Maritime that taxes were due. Also the Depart- 
ment of Internal Revenue told Maritime that taxes were due. 

Mr. Cowen. So, despite the amount of taxes outstanding, this trust 
was set up and funds that would have under ordinary circumstances 
been allocated to the construction fund under the trust were used to 
settle taxes that had been due and owing since 1948 ? 

Mr. Conway. Yes. Of course, we knew right from the beginning 
that we had tax liabilities that we should, and rightly, pay. 

Mr. Cowen. The settlement agreement of $7 million was for what, 
sir? Will you set that out for the record ? 

Mr. Conway. That was in the settlement agreement between Mr. 
Onassis and the Department of Justice and the companies because of 
that suit. 

Mr. Cowen. Yes, sir. That was the $7 million. 

Then a little in excess of $4 million went to pay taxes? 

Mr. Conway. No, sir; almost $8 million in taxes. 
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Mr. Cowen. Eight million dollars? 

Mr. Conway. A total of $8 million. We have only given you the 
first one of $4,212,000. That was the one I gave you. Four million 
two hundred and twelve thousand dollars was for 1948 to 1954, which 
was paid in 1957 and 1958. 

Then there were Federal income taxes for the year of 1957 of 
$1,163,858, and then there were Federal taxes, 1957, again from June 8 
to December 31 of $235,000. Then there were Federal income taxes 
1956, that were paid in 1958 of $2,046,548. 

Then again there was F ederal income tax from June 7, 1957, due 
June 20, 1958, of $380,000, which totals $8,037,636. 

Mr. Cowen. Now, I believe you listed approximately $10 million 
used in other indebtedness. What was that for, sir? 

Mr. Conway. Seven million dollars of it was to the Metropolitan 
for ships, for the mortgages that Metropolitan had on the ships, and 
we had some back ship repair bills. The downpayment that we made 
to the Bethlehem Shipbuilding, $1,795,000, and the unpaid repair 
invoices, $351,000, attorney fees, $605,000, a total of $9,957,000. 

The CuarrmMan. How much was your attorney fee ? 

Mr. Conway. $605,000. 

The CHamrMan. Were these fees of the trust or fees for some- 
thing that happened back before this trust was set up ? 

Mr. Conway. These were fees that had nothing to do with the trust 
itself, fees that we have paid for the counsel that we had working 
on these different cases. I did not make an exact breakdown. 

Mr. ZeELENKO. We did not hear the last thing you said. 

Counsel that you had working on what ? 

Mr. Conway. Well, for instance, when we were down here last year 
before this Board. 

(The witness confers with his counsel.) 

Mr. Conway. I would have to get you the exact breakdown of that 
figure. This is what was given to me by our treasurer. 

The Cuatrman. I would like the record to show clearly what was 
paid on indebtedness prior to creation of the trust and what has been 
paid out since the trust. 

Can you separate those thing zs there ! ? 

This looks to me like a case of bailing something out that happened 
before the Department of Justice settled this matter. 

Mr. Conway. These payments are since the settlement agreement. 

The CHarrmMan. But they were incurred prior to the settlement 
agreement, were they, some of them ? 

Mr. Conway. Yes. 

The CHatrman. Now, I want you to separate them. 

Mr. Conway. I cannot. 

Mr. ZeteENKO. Who cannot ? 

Mr. Conway. I cannot. Mortgages in arrears. I do not know 
what time it started in arrears. 

Mr. Zevtenxo. Captain Conway, we would like to have somebody 
that can give us the information without this buckpassing that we 
got last year and this year. 

Can you give us the name of somebody in your company that can 
give us the information that we want? You say you cannot. Who 
can ? 

Mr. Conway. Our treasurer can give this information. 
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Mr. Zetenko. What is his name ? 

Mr. Conway. Mr. Becker. 

Mr. Zetenxo. Is he here? 

Mr. Conway. No,sir. He is not. 

Mr. ZeLtenKo. Was he one of the men that was under indictment 
in the litigation in the Department of Justice ? 

Mr. Conway. I did not hear that until last night. 

Mr. ZetenKo. You did not know that? 

Mr. Conway. No, sir. 

Mr. ZeELENKO. We will tell you that is so. 

Mr. Conway. I think he isstill a good man. 

Mr. ZeLenko. Whether he is good or not you say that he can give 
us the information ? 

Mr. Conway. Yes, sir. 

Mr. Zrncxe. Mr. Chairman, may I report here that I discussed 
this matter with Captain Conway last week and learned that Mr. 
Becker had a death in his family and under the circumstances I sug- 
gested that it was not necessary for him to be present here unless the 
committee specifically called him. 

Mr. Zetenxo. I am not urging that he should have been here now. 
I just wanted the name of the man who knew it. 

The Coarrman. We will have to clear that up. 

Mr. Conway. We will give you that. 

The Cuarrman,. All right. 

Mr. Cowen. Would it be a fair : assumption, then, to say that roughly 
$17 million has been paid out that was incurred prior to the setting up 
of this trust? 

Mr. Conway. I would say that it goes even a little further than that; 
that now it is some $19 million which has been paid to the Federal 
Government since this settlement agreement with the Department of 
Justice. That is when this started. 

Mr. Cowen. Now, what is presently in the trust fund for ship 
construction ? 

Mr. Conway. There is nothing in the trust. The company as of 
yesterday had a little over $300, 000 in its treasury. Our funds have 
been used to pay off these debts that we owed and it is only this month 
that we are now going to be in a position to set the money aside for the 
new shipbuilding program, other than the one-million-eight-hundred- 
some-thousand dollars that we paid at the signing of the contract. 
This, of course, we understood, and the next pay ment for the shipbuild- 
ing program will be in October of $2,500,000, and, as a matter of fact, 
we expect to have cash of a little over $5 million in our treasury at 
the end of this year before deducting the $214 million for the new 
shipbuilding payment. 

Mr. Cowen. In other words, then, since the inception of the trust 
all funds that have come in have been utilized in other places. 

Mr. Conway. All of it. 

Mr. Cowen. And at the present time, then, the trust is in no position 
or condition to build ? 

Mr. Conway. Well, of course, we do not get the ships until 1959 
and 1960. As I said in my statement and as I said also last year at 
this hearing, we will have sufficient funds to make our payments on 
the new shipbuilding program well into 1959, and we will have. 
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Mr. Cowen. You appeared here last year as a witness in this 
hearing ? 

Mr. Conway. Yes, sir. 

Mr. Cowen At that time, sir, was any information brought out or 
given to the committee relative to this amount of taxes that had to be 
paid ? 

Mr. Conway. No; not that I recall. 

Mr. Cowen. Was there any information given to the committee that 
you recall that the $7 million penalty was to be paid out of these funds? 

Mr. Conway. Well, everyone knew that the $7 million had to be 
paid. That was the penalty assessed by the Department of Justice and 
we had to pay it. As a matter of fact, when we transferred 2 of the 
Liberty ships or when we were ready to transfer we had to make even 
additional advance payments before they would permit us to transfer 
those 2 Liberty ships out. 

Mr. Cowen. But this trust was set up for the purpose of building 
new ships, new construction. 

Mr. cavemen No; that is not right. It was implied in the trusu 
that we would build new ships; yes. 

Mr. Cowen. Yes, sir. That is correct. And that the funds were 
to be allocated from V ictory and from Alexander S. Onassis. 

Mr. Conway. That is true and our financial position is running 
right along just as we had told Mr. Morse it would on May 28, 1957. 
We told him then that we expected to have $20 million available for 
this new shipbuilding program. 

Mr. Cowen. Captain Conway, how many times, if you recall, sir, 
was Mr. Onassis invited to the board of directors’ meeting of Victory 
Carriers? 

Mr. Conway. It could not have been too many times because he was 
away all last year, as I recall it. 

(Witness confers with er counsel.) 

Mr. Conway. Let us say 3 or 4 or something like that, as near as 
I can remember. 

Mr. Cowen. When he was in this country, as a matter of course, was 
he invited ? 

Mr. Conway. Yes, sir. 

Mr. Cowen. Now, sir, he was a minority stockholder in Victory 
Carriers ? 

Mr. Conway. Yes; and Alexander S. Onassis Corp. 

Mr. Cowen. And Alexander S. Onassis Corp. also? 

Mr. Conway. And the father of the two children. 

Mr. Cowen. Was that the reason he was invited ? 

Mr. Conway. Yes. 

Mr. Cowen. That is as a minority stockholder or as the father of 
the two children ? 

Mr. Conway. Well, I would say, from my standpoint, principally 
because he was the father of the two children. Now, you take the 
other 25 percent. That has something to do with it but we know that 
certainly a father is interested in his two children. I have children 
and that was my own personal feeling. 

Mr. ZetenKo. Mr. Conway, our sentiment goes toward the United 
States Government. Although we appreciate the filial attachment 
that anybody has for his children, our sentiment here goes to the 
United States Government. 
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Mr. Conway. Well, the two children are United States citizens, too, 
Mr. Zelenko. 

Mr. Zetenko. Do they live in this country ? 

Mr. Conway. No. 

Mr. ZeELEnKo. No? 

Mr. Conway. No. They are still citizens. 

Mr. Zetenko. Yes, sir. 

Mr. Cowen. At these meetings did Mr. Onassis exercise any control 
over the actions of the board of directors, sir? 

Mr. Conway. I can truthfully say that Mr. Onassis has not exercised 
control over our board of directors. Now, what he exercised over Mr. 
Cokkinis, who is, as you know, a member of the board, to that, of 
course, I would not speak, but I know for the others in the board, 
certainly for the majority he has not and I can tell you as far as I am 
personally concerned, he has not. 

I would like to go on. 

Mr. Cowen. Yes, sir. 

Mr. Conway. I have stated to Mr. Onassis in these very words, that 
we welcomed any suggestions that he has but he must understand that 
after we consider them then we use our own judgment as to what we 
wish do do. 

Mr. Cowen. Now, Mr. Cokkinis is vice president of Victory Carriers 
and also Alexander S. Onassis ? 

Mr. Conway. That is right. 

Mr. Cowen. And he was one of the gentlemen who had been under 
indictment by Justice? 

Mr. Conway. Yes, and he is a director, of course. Of course, as you 
know, he was approved by the Justice Department. 

Mr. Cowen. That is correct; yes, sir. 

Mr. Conway. I might add also that he was a director there before 
I came. 

Mr. Cowen. You state that Mr. Onassis exercised no control. 

Mr. Conway. None whatsoever. 

Mr. Cowen. Thank you. 

Mr. Zetenxo. Except, if I may interrupt, that he may have exer- 
cised control over Cokkinis of which Conway does not know the 
extent. 

Mr. Conway. Naturally, Mr. Cokkinis, as I think you might truth- 
fully say, probably undoubtedly reflects Mr. Onassis’ views. I think 
that isa fair statement. 

Mr. Cowen. Well, if Mr. Cokkinis represented Mr. Onassis, the 
minority stockholder, why then was it necessary to invite Mr. Onassis 
to the meetings ? 

Mr. Conway. Because we wished to get Mr. Onassis’ views. I mean, 
after all, Mr. Onassis is a man of vast experience and we wished to 
get his views. 

Mr. Cowen. Now, how did the proposal to substitute these 2 hulls 
for the 2 that had been agreed to be built arise, sir? I believe you 
proposed that to Mr. Morse. 

Mr. Conway. No; I think we had better start that right from the 
beginning. 

Mr. Cowen. All right, sir. 

Mr. Conway. In early February, Mr. Onassis asked me whether we 
would be agreeable—when I am saying “we” I mean these companies— 
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would be agreeable to taking one, substituting one of his 45,000-ton 
vessels for one of ours, that he would let us have one of those ships for 
approximately, as a matter of fact he said $1,400,000 less than what 
ours would be costing us. Well, naturally, $1, 400, 000 less, I thought 
that was good, so | said to Mr. Onassis, “Well, why would we stop at 
one? Why not take two?” 

And he said, “Fine.” 

So | told him that I would confer with the board, and then, if they 
were agreeable, I would talk to Mr. Morse. 

In my conversation with Mr. Morse, when he sent me the letter of 
February 4, my conversation with him on the telephone of February 
6, I mentioned to Mr. Morse about these two Onassis ships, that Mr. 
Onassis had offered them to us for a substantial saving. 

Mr. Zetenko. Just a moment. Would counsel y ield for a minute? 

Mr. Cowen. Yes. 

Mr. ZeLENKO. You say you got a letter from Mr. Morse on Feb- 
ruary 6? 

Mr. Conway. February 6. Yes; it came. It was written Feb- 
ruary 4. 

Mr. ZeLteENKo. You also told us a little while ago that Mr. Onassis 
had been away. He just came back in time for that weekend ? 

Mr. Conway. That is right. 

Mr. ZeLenxo. Now, you tell us that when you got the letter from 
Morse, you told Morse about this conversation you had with Mr. 
Onassis ¢ 

Mr. Conway. That is right. 

Mr. Zevenko. When did you have it? It must have been before 
that. 

Mr. Conway. I said in early February I had a conversation with 
Mr. Onassis, and it was in Europe. It was not in the United States 
at all. 

Mr. ZetenKo. You had had the conversation with Mr. Onassis in 
Kurope ? 

Mr. Conway. Yes. 

Mr. Zetenko. You had seen him in Europe? 

Mr. Conway. Yes. 

Mr. ZeELENKO. You tell us when and then I will let counsel continue. 

Mr. Conway. Let us see if I can. I arrived back from Europe, 
Mr. Zelenko, on February 6 and, let’s see. It was about, Mr. Zelenko, 
I would say around the 2d or 3d of Februar y: 

Mr. ZetenKo. Mr. Onassis followed you in from Europe, did he 
not ¢ 

Mr. Conway. No, no. Mr. Onassis did not come in until 2 or 3 
weeks later. 

Mr. ZeLenKo. Let us get this right, sir. I want to see if I got it 
right. You said just about the weekend that you got this letter from 
Mr. Morse, Mr. Onassis came in from Europe ¢ 

Mr. Conway. No, I did not. 

Mr. ZELENKO. Let me understand this. 

Will you tell us, please, when it was that you saw Mr. Onassis in 
Kurope and what it was about? Give us the substance of your con- 
versation with him. 
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Mr. Conway. It was on, I believe it was the 2d of February on my 
way from Genoa to Hamburg I stopped over at Monte Carlo over- 
night. Now, Mr. Morse’s letter 

Mr. Zevenko. Just a moment. Will you stick to the meeting with 
Mr. Onassis? What was the purpose of stopping in Monte Carlo? 

Mr. Conway. I stopped there to see Mr. Onassis. 

Mr. Zevenko. Tell us what you said. 

Mr. Conway. The only thing that was discussed there was two 
things. One was he wanted to know whether we could have the 
Standard Oil Co. use his ships in the place of the ones that we have 
on charter. We said “No.” 

Mr. ZeLtenko. You mean he wanted to know whether you could 
take certain ships out that were in the trust ? 

Mr. Conway. What he wanted to do, Mr. Zelenko, is he has new 
ships that are much more efficient than these older ships that we have 
and. 

Mr. ZeLenKo. Pardon me. Are those new ships he has foreign- 
flag ships? 

Mr. Conway. Yes, they are his own foreign-flag company. 

Mr. ZeLenko. I see. 

Mr. Conway. What he wanted, because they are more efficient than 
ours, he said he could pay us the same amount of revenue that we 
would be receiving for our ships and still keep his ships employed, 
and I told him that that just would not work, and we would not do it. 

That is one item we discussed. 

Mr. ZevtenKo. Did you discuss any of the business of the trust and 
the Victory Carriers with him ? 

Mr. Conway. No, sir. 

Mr. ZeLENKO. Did he know you were coming to Monte Carlo? 

Mr. Conway. Sure, he knew it. 

Mr. ZELENKO. How did he know that ? 

Mr. Conway. Because he called me down in Genoa and asked me if 
he could drop down to see me and I said “No,” because, I said, “I will 
let you know and I will stop on my way up to Hamburg,” because 
I did not know just what my position would be down there. I was 
over there on other business. 

Mr. Zetenko. For the trust? 

Mr. Conway. No,sir. Nothing to do with the trust. 

Mr. ZreLenKo. Nothing to do with your duties? 

Mr. Conway. Nothing to do with the Alexander Onassis or the Vic- 
tory Carriers at all, nothing whatsoever. 

I was down watching some of our own tankers being laid up. 

Mr, ZeLeENKO. What do you mean by “our own”? 

Mr. Conway. I mean the Cosmopolitan. 

Mr. ZeLENKO. Who are they? 

Mr. Conway. That is the Cosmopolitan Shipping Co. 

Mr. Zetenko. Who are they ? 

Mr. Conway. That is a steamship company that I am president of. 

Mr. Ze_enko. I see. Do you devote all of your time to running 
Victory Carriers? 

Mr. Conway. No, sir. 

Mr. ZeLenKo. Is this Cosmopolitan an American- or foreign-flag 
operation ? 
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Mr. Conway. The Cosmopolitan are agents for various steamship 
companies. 

Mr. ZeLenko. Are any of them Onassis companies 4 

Mr. Conway. No, sir. 

Mr. ZELENKO. Are they a foreign flag ? 

Mr. Conway. Cosmopolitan is 100 percent American owned. 

Mr. ZeLenKO. They run foreign-flag ships ? 

Mr. Conway. Yes. They are agents for foreign-flag ships. 

Mr. ZeLenKo. Let me ask you this and then I yield back to counsel. 

How much of your time do you spend running these ships on be- 
half of the trust? You are the man that is supposed to be taking 

‘are of the trust and the whole program here. 

Mr. Conway. Well, I have spent considerable time on this, Mr. 
Zelenko. 

Mr. ZeLeNKo. In proportion. 

Mr. Conway. Much more than really I could afford to spend. 

Mr. ZELENKO. In proportion, how much time do you spend ? 

Mr. Conway. I could not say because I am on the telephone so 
many times all day long. 

Mr. ZeLenko. You cannot divide the business that you have outside 
the trust from the business in the trust? You run everything to- 
gether; is that it? 

Mr. Conway. I would not say running everything together. 

Mr. ZeLtenKo. Is your job supposed to be a full-time job running 
this program ¢ 

Mr. Conway. Running this trust / 

Mr. ZELENKO. Yes. 

Mr. Conway. No, it has not been a full-time job. It has been al- 
most a full-time job recently. 

Mr. ZetenKo. Was it supposed to be? 

Mr. Conway. So much that I am not going to be able to keep up. 

Mr. ZeELENKO. Can you tell us what your remuneration is? 

Mr. Conway. $35,000 a year 

Mr. Zetenko. And you do not give it full time? 

Mr. Conway. No, sir. 

Mr. ZeLenKko. Was that understood with the Department of Justice 
and Maritime and the trustees that it is a part-time job and you were 
going to get $35,000 a year to run this? 

Mr. Conway. Yes, sir. 

Mr. ZeteNKo. Who takes care of all these operations when you 
are busy with some of your other business ? 

Mr. Conway. The staff up there takes care of it. 

Mr. ZELENKO. Give me the names, and I yield. 

Mr. Conway. Mr. Spalding is one of the men there, and Captain 
Riggs, and there are a half dozen others there in the operating 
department. 

Mr. ZetenKo. Your pay comes out of the trust funds; does it not? 

Mr. Conway. No. 

Mr. ZeLenko. It is all part of the operation ? 

Mr. Conway. Yes; that is right. 

Mr. ZetenxKo. Does Cokkinis run any of this when you are away? 

Mr. Conway. Cokkinis is not here now but Cokkinis is up there 
as part of the operation. 

Mr. ZeLtenKo. Does he run any of it when you are away ¢ 
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Mr. Conway. Mr. Spalding is the main man that runs it. 

Mr. ZetenKo. I am interested as to whether Cokkinis does any of 
this work that you cannot do when you are busy with some outside 
work. 

Mr. Conway. Surely, Mr. Cokkinis does some of the work. 

Mr. ZeLENKO. What does he do? 

Mr. Conway. He is there advising on chartering and things of that 
kind. 

Mr. ZeELENKO. You say he speaks for Onassis. 

Mr. Conway. I say we look on him as Mr. Onassis’ representative 
on the board. 

Mr. Zecenxo. And he is vice president ? 

Mr. Conway. That is right. 

Mr. Zetenxo. And he is a vice president even though he speaks 
for a so-called minority interest; is that right ? 

Mr. Conway. On the board, yes, we consider him as that. 

Mr. Zetenko. How many other companies have you ever heard of 
which puts a minority interest up as a vice president of the company ? 
How many have you ever heard of ? 

Mr. Conway. I imagine there must be a lot of them. 

Mr. Zetenxo. Have you heard of any? 

Mr. Conway. Well, I cannot tell you right off but there must be 
certainly an awful lot of people that have a minority. 

Mr. ZetenKo. Will you give us a proportion of the time you spent 
for your $35,000 a year from the money that comes out of the trust ? 
Try to break it down. What percentage of your time? 

Mr. Conway. Well, I would certainly say that at least three-quar- 
ters of my time has gone to that, at least. 

Mr. Zerenxo. What is your remuneration in your other occupa- 
tions? 

Mr. Conway. With the Cosmopolitan, oh, I would say I think my 
remuneration last year all together was $95,000, I believe. 

Mr. ZetenKo. I see. You got $95,000 from the Cosmopolitan 
people. 

Mr. Conway. No: I did not say that. I said total. 

Mr. Zecenxo. Is that for work you do, active work? That is earned 
income, not dividends? 

Mr. Conway. That is dividends and everything. 

Mr. ZetenKo. How much of that $95,000 is for work ? 

Mr. Conway. What do you mean for work ? 

Mr. ZeLenKo. Well, when you get $95,000, how much is earned 
income? I am not interested in dividends. I want to find out how 
much time you are spending on this operation. 

Mr. Conway. Well, I would say that certainly from Cosmopolitan 
not including the dividends, I think that around $25,000, I think, 
is salary. 

Mr. Zetenxo. You get $25,000 salary ? 

Mr. Conway. Yes, but I get dividends. 

Mr. Zetenxo. Your salary is $25,000. You give them about 
percent of your time, you say. 

Mr. Conway. Yes. 

Mr. Zecenxo. And for $35,000 you give this operation three-quarters 
of your time; is that right ? 

Mr. Conway. Yes. 
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Mr. Cowen. Captain Conway, there was a debt due and owing to 
Ariona. Was that owed by Victory or by Alexander S. Onassis? 

Mr. Conway. As I recall it, that was a combination of all of them 
but, as you know, we have not bothered with that because that was 
supposed to be deferred; in fact, it is deferred for 10 years. 

Mr. Cowen. That has not been paid at all? 

Mr. Conway. No. 

Mr. Cowen. Now, Mr. Morse wrote you a letter on March 13, setting 
out certain proposals and verbally at that time he told you in sum and 
substance that the letter said certain things, but he qualified it by his 
statement to you relative to having to clear with the committee or 
members of the committee; is that correct, sir? 

Mr. Conway. No, sir. We received the letter of the 13th and I 
think, as I said in my statement, that 1 made an appointment to visit 
Mr. Morse, and he called me the night before and stated that there 
was no need of coming down because members of the committee had 
objected to the letter. Now, in talking to Mr. Seaver subsequent to 
the meeting that we came to visit you, Mr. Zelenko, because that 
was the first time that I had ever met, I believe, Mr. Seaver. Mr. 
Seaver did tell me that time in discussing the letter that they should 
have stated in the letter that it was subject to congressional approval. 

Mr. Cowen. You received the letter on what date, sir, if you recall? 
It was dated Mareh 13. 

Mr. Conway. Well, we received it the next day. 

Mr. Cowen. When was your telephone call with Mr. Morse? 

Mr. Conway. March 17. I made an appointment for March 20. 

Mr. Cowren. When did you have the conversation with Mr. Seaver, 
the General Counsel 

Mr. Conway. Well, as I said, it would have to have been after my 
meeting with Mr. Zelenko, which was on March 25, because it is my 
certain recollection that that was the first time that I had ever seen 
or talked with Mr. Seaver. 

Mr. Cowen. So the letter to you actually then was not qualified in 
any respect, was it / 

Mr. Conway. Well, it could not have been qualified until after 
March 25. No; it was not qualified. As I say, it was the first time, 
I am sure, I ever met the gentleman. 

The Cuarrman. Mr. Tollefson. 

Mr. Totierson. Mr. Chairman. 

Was it your understanding, Captain Conway, that when the Vic- 
tory Carriers was set up that it would be responsible for obligations 
of the Trafalgar Co. and all the rest of them? 

Mr. Conway. Well, the Victory Carriers was set up long before 
we came in there, Mr. Tollefson. 

Mr. Totterson. What was your understanding when you first came 
in to it with respect to the obligations of the earlier corporation 

Mr. Conway. Yes; it was my understanding that Victory Carriers 
and the Alexander Onassis would be re sponsible for this whole thing. 

Mr. Totterson. Did it come as any surprise to you that there were 
these taxable obligations and other obligati ions ¢ 

Mr. Conway. Well, actually, the amounts did come as some little 
surprise as we got into the thing, but I knew that there were taxes 
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and certainly that they would have to be paid. I will tell you, Mr. 
Tollefson, we went all out to deal with the tax people to pay them. 

Mr. Totierson. Uncle Sam got a fair chunk of money there, did he 
not? 

Mr. Conway. And we went to them, as I say, and we told them we 
wanted to pay the taxes. 

Mr. Totterson. Now, did you make reference to a payment of 
one-million-and-some dollars to Bethlehem Steel ? 

Mr. Conway. Yes, sir; that was the downpayment for the building 
program. 

Mr. Totiterson. What was that amount ? 

Mr. Conway. It was $1,785,000, I believe. 

Mr. TotieFson. Counsel tells me it was $1,795,000. 

Mr. Conway. $1,795,500. 

Mr. TOLLEFSON. Now, do I understand it to be your present posi- 
tion that you will be able to build two 46,000-ton tankers on time if 
you get a deferment on the 106,000-ton tanker ¢ 

Mr. Conway. Yes; that is what we feel, Mr. Tollefson, and I say 
that we will have $20 million available for this construction and to 
carry us. Now, if we get, and we should get, guaranteed insurance, 
then we will have sufficient money to see us through over a period that 
we think is going to be difficult over the next 2 or 3 years if these 

restrictions on imports continue. 

Mr. Totierson. What is your proposal to the Maritime Administra- 
tion that you would build the two 46,000-ton tankers if you could get 
a deferral on the 106,000-ton tanker ? 

Mr. Conway. That is right. I will tell you this: that after we had 
the discussion about taking two of Mr. Onassis’ tankers we went 
over and talked to Mr. Zelenko and Mr. Zelenko then talked to Mr. 
Bonner and then, when I came away from there, I felt that, as far 
as the two Onassis tankers were concerned, that was a dead issue. 

Then I talked to Mr. Morse about our going ahead and building our 
own two ships and deferring the big one. 

We want to go ahead and build 2 of these ships, get 2 of these 
ships, and we can see it through with the money we have available 
or will have available. We can see that through. 

Then when conditions get better, whether we get charters for these 
two 46,000 tonners or whether we get a charter for the big one, either 
one, then we would then proceed with the big vessel; but my feeling 
is that, if we should go ahead now to build the whole program, that 
with the picture, the tanker market looking like it does, that there 
is a real risk, even with guaranteed mortgage loans, a real risk that 
we would not be able to follow through, and what would happen? 
The Government would be taking the ships back, so that our feeling 
was we would rather come out and have it on the table now than run 
that risk later on. 

Mr. Totierson. How long have you been in the shipping business, 
Captain C lonway ¢ 

Mr. Conway. All my life. 

Mr. Totierson. What you are saying now is your best judgment 
as to what the Victory Carriers should do? 

Mr. Conway. That is true, Mr. Tollefson. 

Mr. Totterson. There was mention yesterday of a letter of cancella- 
tion. I have forgotten the date of it. 
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Mr. Conway. That is the letter of April 15. Of course, we do not 
consider that as a cancellation. 

Here is our position, the position we were in, Mr. Tollefson. Mr. 
Morse said we had to build the whole program or we hold a hearing. 
He was stymied. He could not do anything more. 

Now, that left us in the position where we had to get some sort of 
answer to our problem because the shipbuilding program is going right 
along and you know what that means, running up costs, so that that 
letter was sent down to Mr. Morse to get a hearing. As a matter of 
fact, we sent down a draft of that letter. I called Mr. Morse, I think 
it was on April 2, I believe it was, and told him that we had to do 
something to get going on this thing, and I sent down this draft of 
a letter and, as a matter of fact, he told me on I believe that same 
day that he was also sending a draft of a letter over to Mr. Bonner to 
try to get something going. 

But you see the position we were in, where we could not move and 
costs were going up, so we had to do something in order to get here to 
you people where it is our hope that we can get on and build these two 
ships and defer the big ship until we can have some real feeling that 
we can proceed with it without having it all go back into the Gov- 
ernment’s hands again. 

The CuarrMan. Would you let me interrupt ? 

Mr. ToLierson. Yes. 

The Cuairman. When you became president, it means that you 
were the operator of the two companies that had been placed in the 
trust, is that correct ? 

Mr. Conway. Yes, sir. 

The Carman. After you were in that position, you made applica- 
tion for the trading-out of the vessels ? 

Mr. Conway. Yes, sir. 

The Cuarrman. In the trading-out of the vessels, when you accepted 
your position, you had read the trust agreement had you? 

Mr. Conway. Yes, sir. 

The Cuarrman. And you knew the obligations that were placed: by 
the agreement, the arrangement in the trust ? 

Mr. Conway. Yes, sir. 

The Cuatrman. Did you know at that time that you had to pay out 
all this money that has been paid out since that date? 

Mr. Conway. I knew that we had to pay out a substantial amount; 
yes, sir. 

The Cuatrman. But you assured Maritime at that time that. there 
would be enough earnings as the ships were operating then to carry 
forward the building program ? 

Mr. Conway. No, sir; no, sir. 

The CHarrman. You did not? 

Mr. Conway. No, sir. After all, Mr. Bonner, we say here that we 
are going to have 40 percent of the cost of that new building contract. 

The Cuarrman. Let us not leave this. 

Mr. Conway. All right. 

The CuarrmMan. You did not know then at that time what assets 
the trust would have? 

Mr. Conway. Yes. 


-The Cuarrman. Well, you did not know what you had to pay out, 
did you? 
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_ Mr. Conway. Well, we know what we had to pay out, with the excep- 
tion r 

The Cratrman. What are you paying out? 

Mr. Conway. Wait a moment. 

The Cuairman. I wanted to get my mind clear, if you will. 

_ What you were paying out were obligations incurred prior to the 
time of the settlement of this criminal and civil suits, is that correct ? 

Mr. Conway. Yes, sir. 

The Cuarrman. What became of the profits that were made in this 
operation that this later day arrangement had to pay for the obliga- 
tions prior to the settlement of the suit? Did you go back and look 
into any of that when you accepted this responsibility ? 

Mr. Conway. Well, I do not think we had any right to go back 
to look into that, as far as, for instance, the taxes that we had to pay. 

The CuaimrMan. Justice made that arrangement which cleared 
you? 

Mr. Conway. Yes. sir. 

The Cuamrman. They were not concerned about what happened to 
the profits when all these taxes and penalties were incurred ? 

Mr. Conway. Of course, Justice, as you know, fined them $7 million 
that we had to pay. 

The Cuamman. You had to pay? 

Mr. Conway. Yes. 

The Cuatrman, But it was not paid at the time that the profits 
were being made. Where are the records? 

Mr. Conway. Certainly, the profits were made prior to the time 
that the $7 million were assessed. 

The Cuarrman. Who got them ? 

Mr. Conway. I was not there. I do not know. 

Mr. ZeLenKo. Who got them ? 

Mr. Conway. I wasn’t there. 

Mr. ZeLENKO. Mr. Onassis got them, did he not ? 

Mr. Conway. I don’t know. I wasn’t there. 

The Cuarrman. Anyway, there were no cash assets? 

Mr. Conway. No, sir. 

The Cuairman. No cash assets. I see. The ships had been run- 
ning at a profit, under profitable management ? 

Mr. Conway. Well, I know that there were some hard times prior 
to when we got in there in this shipping business. How these ships 
ran, I do not know. 

Mr. ZeLenKo. Will the chairman yield? 

The CuarrMan. Just one minute. 

Mr. ZeLENKO. I am sorry. 

Mr. Cuarrman. Did not the liabilities exceed the assets at the time 
the trust was set up ? 

Mr. Conway. I would say that at the time that I went in there, 
Mr. Bonner, that the liabilities would not have exceeded the assets 
because the market was quite, you know, a high market. Now, prior 
to that, I think if you got a certain period probably it would, but 
you know how the value of these ships are up and down. 
~ The Carman. You were placed in a position that you had to bail 
out something that had been incurred before? 

Mr. Conway. Yes, sir. There is no question there were an awful 
lot of obligations. There is no question about that. 
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The CHarrMan. I can understand your position, that you were 
put in a position of bailing out something. 

Mr. Conway. That is right. 

The CHarrmMan. Then, of course, you accepted this responsibility. 
The question that stays in my mind 1s that we opened these hearings 
last year on the advisability of trade-out. 

Mr. Conway. Yes, sir. 

The CuHatrman. I cannot clear my mind as to how Mr. Morse 
thought it would be profitable to trade these ships out with only the 
assurance from what seems to have appeared at that time of a com- 
pany whose liabilities were more than the assets. 

Mr. Conway. Well, Mr. Bonner, I think that any company 

The Cuairman. Now this trading out helped to make moneys to pay 
those former liabilities ¢ 

Mr. Conway. Of course, that was the idea of the trade-out to help 
pay those liabilities and set up the fund for shipbuilding. 

The Cuarrman. Of course, we are going over them, but it then 
mystifies me more and more how this trust was ever agreed to by the 
Department of Justice. That is where I get. I am not questioning you 
but your arrangement. 

Mr. Conway. No. 

The Cnuairman. This whole thing is a mystery and instead of 
Justice getting hold of it where they could have got hold with their 
teeth in it, then they placed a responsibility on you to bail out some 
bad operation that should have been cleared up at that time. Is that 
about all right? 

Mr. Conway. It has been a pretty good donkey, Mr. Bonner, for 
doing it. 

The Cuatrman. That is what I think. 

And then in conjunction with that, we get further into it by the 
trading-out of these vessels. 

Go ahead, Mr. Tollefson. 

Mr. Conway. Mr. Bonner, I think at the last hearing we had 
here—— 

The Cuarrman. All this did not come out at that time. 

Mr. Conway. Except this. 

The CuatrmMan. These back debts did not come out then. 

Mr. Conway. No, except—— 

The Crairman. If I had known these back debts were there be- 
tween that period of February and when Mr. Morse traded these 
ships out—— 

Mr. Conway. But we are going to have the money that we said 
we were going to have. 

The Cuarrman. If you did not have to pay these bad debts you 
would not be here today. 

Mr. Conway. There is no question about that. There is no ques- 
tion about that. 

Mr. Zetenxo. So that the answer is that it is because you had to 
pay all these bad debts for Mr. Onassis that you cannot go ahead and 
not, as you people have intimated, because of the restrictions on oil. 

Mr. Auten. Mr. Chairman, to keep the record proper, we are talk- 
ing about bad debts. A bad debt is not one that gets paid obviously. 

The Crarrman. They never would have paid if these people had 
not come into the picture. 
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Mr. Atten. What I am trying to get at, Mr. Chairman, is that we 
ought to keep the record straight as to what the books showed and 
not just characterize something. 

‘The Cuatrman. You are right, Mr. Allen. 

Mr. Conway. Mr. Bonner, of course, we all know that the trust 
had to take these corporations as they were with all the liabilities and 
everything that they had. I would like just to read this statement 
that I made last year. 

Mr. Totierson. On what page is that ? 

Mr. Conway. It is on page 275. I said: 

The last thing I have to mention, Mr. Chairman, here is that we have not 
applied to the Maritime Administration for any guaranteed mortgage loan on 
these new vessels. In fact, we have not applied to any lending agency as yet. 
It is our hope that we will be able to have the revenues from these foreign- 


flag vessels to carry the payments through on the new vessels well into 
1959— 


which we are going to do— 


and that, by that time, we hope that we will have long-term charters on these 
three new tankers so that we will not need to go to the Maritime for any 
guaranteed mortgage loan. 

As I say, just shortly after our hearing I wrote Mr. Morse and told 
him that we would have $20 million, and that is what we are going 
to have. 

The Cuatrman. But your trust had to pay the fine that was asked 
for by Justice in the settlement of the criminal case ? 

Mr. Conway. That is right. 

The Cuarrman. With all the assets this party had, your trust had 
to pay it? 

Mr. Conway. Yes. 

The Cuarrman. All right; Mr. Tollefson. 

Mr. Totierson. That is all, Mr. Chairman. 

The Cuatrman. I am sorry I interrupted you. 

Mr. Totterson. That is all right. 

The Cuatrman. Mr. Zelenko. 

Mr. ZeLenKo. You were using an expression before, Captain. You 
said “would like to put the facts on the table.” Tell me something. 
When you traded these ships out, how many ships did you trade out? 

Mr. Conway. Fourteen. 

Mr. Zetenxo. They were flying American flag, were they not? 

Mr. Conway. That is true; yes, sir. 

Mr. ZeLtenko. They employed American seamen ? 

Mr. Conway. That is true. 

Mr. Zetenxo. How many American seamen were employed on 
those 14 ships? 

Mr. Conway. Well, the average is about 45; 40 to 45 a ship. 

Mr. ZetenKo. You have been spending time here getting $35,000 
ayear. Donot give meanaverage. Tell me how many. 

Mr. Conway. I will say 40. 

Mr. Zetenxo. Give me the exact amount of American seamen that 
you had on your 14 ships at the time you took over. 

- Mr. Conway. You multiply 40 by 14. : 

Mr. ZetenKo. Well, you give me the number. I am a little senti- 
mental about jobs for Americans. 
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Mr. Conway. 560. 

Mr. ZeLteENKO. How much were they earning in wages ? 

The Cuarrman. That is a difficult question to answer. 

Mr. Conway. They all get different pay. 

Mr. ZeLtenxo. I mean what is the total wages? Do you have a 
record ? 

Mr. Conway. They vary in periods. I would think—and I do not 
want to be held to this. I can give you this correctly. I would think, 
at the time they were transferred, we would say about $1,400 a day. 

Mr. Zecenxko. That is for all 500; is that right? 

Mr. Conway. Per ship. 

Mr. ZeLENKO. Now, how many were there? Five hundred, how 
man 

Mr. Conway. I said 560. 

Mr. ZeLENKO. Sometime before July 5, you traded these ships out, 
did you not, all 14? 

Mr. Conway. No; the last one was in June of last year. 

Mr. ZeLenKo. That was before the Fourth of July last year, 1957? 

Mr. Conway. Yes, sir. 

Mr. ZeteNKo. We had the hearings in March, and about 2 months 
later you traded the ships out ? 

Mr. Conway. We had traded some out before the hearings. The 
first-one was traded out in February of 1957 and the last one in June 
of 1957. 

Mr. ZetenKo. All right. Now, these fellows, all these American 
seamen, were put off these ships, were they not? 

Mr. Conway. Yes, sir. 

Mr. ZeLenKO. You put them off, did you not? 

Mr. Conway. Well, yes; we transferred the ships, and, of course—— 

Mr. ZeLenko. You put them off the ships 4 

Mr. Conway. Yes. 

Mr. ZELENKO. You put them out of jobs; right? 

Mr. Conway. They had no more employment, as far as we were 
concerned. 

Mr. ZeteNnKoO. By just changing the flag, you put these American 
seamen out of jobs. 

Mr. Conway. That is true. 

Mr. ZetenKko. They had been working on these ships for a long 
time before that ? 

Mr. Conway. That is true. 

Mr. ZeELENKO. For about how many years? 

Mr. Conway. Well, the ships were about 12 years old, I think. 

Mr. Zetenxo. They had been working for about 12 years on these 
ships. You put them off. 

Mr.’ Conway. That is assuming, of course, that the ships were 
operating all the time. Some crews were on. Not these same ones, 
of course. 

Mr. ZEtENKO. How much a day did it cost you to run the ships the 
minute you dumped these boys up on the beach ? 

Mr. Conway. It cost about $33,000 a month to operate these ships 
under foreign flag. 

Mr. ZeLenKo. Tell me. You used the figure $1,400 a day. 

Mr. Conway. On crew wages alone, it is about $9,000 a month. 
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Mr. ZeLENKO. You used a figure of $1,400 a day a ship. Will you 
break that figure down again for me, and tell me, per ship, how much 
your wages were / They were $1,400 a day, using American seamen. 
How much were they, using the new ones that you got ? 

Mr. Conway. $9,000 a month. 

Mr. ZeLeENKO. You used the figure a moment ago of $1,400 a day. 
I want to straighten it out. How much a month did it cost you for 
wages for the American seamen, $33,000 ¢ 

Mr. Conway. I would say somewhere around that; yes. 

Mr. Zetenxo. After you dumped them on the beach, it cost you 
$9,000 ? 

Mr. Conway. Yes. 

Mr. Zetenxko. Is that right, approximately ? 

Mr. Conway. Yes. As I say, that is approximate. I do not have 
the figures at my fingertips. 

Mr. ZeLeNKO. That is substantially correct ? 

Mr. Conway. There is no question that the American wages are 
considerably higher than the foreign wages. 

Mr. Zevtenxo. We know that. 

Mr. Conway. Yes. 

Mr. ZrLtENKO. You took some foreign seamen and put them on the 
ships and you were able to get them as part of this transaction for 
$9,000 a month as against $33, 000 a month for your American seamen 
approximately, per ship. 

Mr. Conway. A substantial difference, anyway. 

Mr. ZetenKo. Last year you people told us, and I think this was 
your idea, that although we were going to lose employment for 500 
American seamen by building these new ships, we were going to pro- 
vide employment in American shipyards. Isn’t that part of this deal? 

Mr. Conway. I think Mr. Morse made that statement, yes. 

Mr. ZeLtenxKo. Did you not understand that to be the story ? 

Mr. Conway. I understand it to be the truth, yes. 

Mr. Zeten«o. Is it part of the deal that you were made president of ¢ 

Mr. Conway. That is right. 

Mr. ZetenKo. Let me ask you this: You remember the committee 
was interested in that phase of this whole program about throwing 
500 American seamen out of work and then we were going to get 
in exchange starting sometime this year, employment in American 
shipyards. 

You have enough money now to start that big ship on this business 
that you call pr ojected money. 

Mr. Conway. Well, we have not stopped anything with the big 
ship over the others, either. 

Mr. ZrteNKo. The big ship was the first one? 

Mr. Conway. Certainly, I do not feel as I stated before, that we 
can safely proceed with the three vessels. 

Mr. ZeL_enKo. Let us get one at a time. 

Mr. Conway. Let us start with the two. 

Mr. ZELENKO. The first vessel due was this big one ? 

Mr. Conway. No; that is not correct. The first vessel due is the 
46,000 and the second one is 46,000, too, I believe, and the last one is 
the 60,000. 

Mr. ZeLENKO. There is no 60,000. 

Mr. Conway. 106,000. 
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Mr. ZecenKo. When are the two 46,000 tonners due to start? 

Mr. Conway. They are all started now. 

Mr. ZELENKO. You mean the keels are laid ? 

Mr. Conway. The keels are not laid. 

Mr. ZetenKo. Nobody is working in the shipyards on them? 

Mr. Conway. Certainly, people are working in the shipyards on 
them and materials are being ordered. 

Mr. ZeELENKO. Why did you not go ahead and build those two ships? 

Mr. Conway. Weare doing it. 

Mr. ZELENKO. The two ships involved in this trust are being built 
now ? 

Mr. Conway. Yes. 

Mr. ZetenKo. Are you sure it is the ships in this trust, or two ships 
that Mr. Onassis has for foreign flag. 

Mr. Conway. No, no. I told you that we had not bothered with 
Mr. Onassis’ ships after I talked with you. The 2 ships are the 46,000 
tonners which are proceeding. We have not canceled. 

Mr. ZELENKO. Let me get this right. 

Mr. Conway. We have not canceled anything as far as the ship- 
building contract with Bethlehem. 

Mr. ZELENKO. I want to understand one thing. Do you say that 
the keels of the two vessels in this trust have been laid already ? 

Mr. Conway. No, sir, I have not said that. There are many things 
which have to be done before you lay a keel. I say that the ships are 
on schedule, the Bethlehem people have not been told to do anything 
about stopping the building of these ships. 

Mr. ZeLeENKO. When are these first two ships supposed to be started 
as far as laying the keels and putting the men to work on building 
them ? 

Mr. Conway. Well, men are working on the whole thing now but 
the exact date of keel laying, I wouldn’t know. 

We know the delivery date. The delivery date of one is in August 
1959 and the other is in January of 1960 and the 106,000 tonner is in 
June. 

Mr. ZELENKO. What year? 

Mr. Conway. 1960. That is the thing I have been trying to say 
here, is that the shipbuilding is proceeding. 

Mr. Zetenxo. Then if you are proceeding with the building of 
these ships, what is all this business about you wanting to change 
the contract? We are interested in getting these ships built. 

Mr. Conway. Because we want to defer the big ship. 

Mr. ZeLenKo. You have enough money to go ahead now. Do you 
have enough money to go ahead with the shipbuilding? 

Mr. Conway. We will have $20 million. The full program will cost 
$51.5 million. We could go ahead if we had the mortgage insurance 
but our feeling is that if we did and if conditions are as bad as we 
think they are going to be—and remember these import programs. 
The restriction on import programs is cutting down tremendously the 
use of tankers—if we did go through with the full program and if we 
are not able to employ the ships, then we go broke and the Government 
has to take the ships back. 

But, aside from that, Mr. Morse has told me that we cannot get 
guaranteed insurance on the 106,000-tonner; so, without the guaran- 
teed insurance, the shipyard is not going to build the ships because we 








102 TRADE-OUT AND BUILD ACTIVITIES OF ONASSIS COMPANIES 


cannot get the $26 million which it is going to cost to build the ships. 

Mr. ZeLenKo. Let me ask you this: Did you tell Mr. Morse last 
year that you had bank financing on these ships? 

Mr. Conway. I certainly did not because we never had it and I 
stated before this committee that we had not applied for it. 

Mr. Zetenxo. Mr. Morse told us yesterday that you told him that 
you had bank financing. 

Mr. Conway. Yes; but I understand Mr. Morse 

Mr. ZeLenxKo. Just a minute. I am asking you a question. 

Mr. Conway. Go ahead. 

Mr. ZevenKo. He told us that you told him that you had bank 
financing. He also told us that he had never seen any records or 
documents concerning it, but he took your word that you had it. 

He made a definite statement that you told him. 

Captain Conway, Mr. Morse here yesterday told us unequivocably 
in plain language that before he agreed to this program you had told 
him that you had bank financing on this operation. Tell me, did you 
have bank financing on it or did you not? 

Mr. Conway. We never had the bank financing, and I so testified 
here last year. I said, “In fact, we haven’t applied to any lending 
agency as yet.” 

Now, Mr. Morse, as I understand it, wrote a letter to this committee. 

Mr. Zetenxo. Captain Conway, if you do not mind. I do not wish 
to preclude you, but I would like to stay on this. 

Did you ever tell Mr. Morse at any time that you had bank financing 
for this program ? 

Mr. Conway. Definitely no; because we never had it. 

Mr. Ze.enxo. So that, when he told us that yesterday, that you 
had told it to him, that was a lie on his part ? 

Mr. Conway. Well, I would not go that strong. 

Mr. ZELENKO. Just say it was incorrect. 

Mr. Conway. Yes; and as I understand it, Mr. Morse later on, for 
the record here, stated that it was not correct before this hearing yes- 
terday. 

Mr. ZetenKo. You never did tell him that? 

Mr. Conway. No, sir. 

Mr. Zetenxo. This trust agreement that you are operating on, that 
was drawn up between the Department of Justice and Mr. Onassis’ 
lawyers? 

Mr. Conway. Ido not know. 

Mr. Zetenko. You inherited it. 

Mr. Conway. Yes; I have nothing to do with that. 

Mr. ZetenKo. Now, you also inherited the debts of the Onassis 
Corp., the taxes of the Onassis corporations, as a result of this trust 
drawn up by the Department of Justice, but you did not inherit any 
of the profits that Mr. Onassis had made, did you? 

Mr. Conway. Except the ships. 

Mr. ZELENKO. Well, those ships were actual liabilities at that time, 
were they not, or prospective ones? They were mortgaged, were they 
not ? 

Mr. Conway. I would not say they were liabilities when we were 
able to get the charters we did. I think you made the statement last 
year yourself, that those ships were worth about $4 million apiece. 
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Mr. ZeLENKO. That is right, above the mortgage. Let us get this 
right. 

Mr. Conway. The mortgage to the Metropolitan was $7 million. 

Mr. Zetenxo. Let me understand this thing. The Department of 
Justice gave you this trust agreement. You inherit all this. You 
have to pay t their taxes. You have to pay their mortgage payments. 
You have to pay their liabilities. That is everything that Mr. Onassis 
had put in the trust. 

Mr. Conway. We did. 

Mr. ZetenKo. You paid it? 

Mr. Conway. Yes. 

Mr. Zetenko. But you did not get any of the profits that he had 
made previously, put into the trust, did you? 

Mr. Conway. No, as I say, other than the ships themselves. 

Mr. ZetENKO. That is right. 

Now, when did you first find out that there was as much as $17 mil- 
lion or $19 million that you would have to pay out ? 

Mr. Conway. Of course, we did not know definitely about the i in- 

ternal revenue tax, naturally, until we went there with them and they 

had to work the whole thing up, and what have you. I can tell you 
when we paid it. It was when we knew definitely what the amount 
would be. 

Put it this way, Mr. Zelenko: When I wrote the letter to Mr. Morse 
in May of last year and told him we would have $20 million, our tax 
lawyers gave me a figure of what they felt the taxes would be and it, 
has worked out to that, so we knew then in May when I wrote this 
letter to Mr. Morse, telling him that we would have $20 million avail- 
able. 

Mr. Zetenxo. That was before all the ships were traded out? 

Mr. Conway. Oh, yes. 

Mr. ZeteNn«ko. I see; and did you so indicate to him approximately 
how much your liabilities were, the moneys you were paying out, or 
did you say, “We had substantial moneys to pay out.” “We are going 
to run out of money,” or something like that? 

Mr. Conway. Yes, but I did say, “We will have $20 million avail- 
able. After the payment of all these obligations we will have $20; 
million available for new ship construction. 

Mr. ZeLtenko. Did that $20 million indicate that you would be able 
to go through with this program or was it just your statement that, 
“All we have is the $20 million and you are the M: aritime Administra- 
tion and it is up to you to decide if we go ahead.” 

Mr. Conway. As I said before, when. you have $20 million, which 
is 40 percent of a program, that is a rather substantial amount of cash 
to have against a building program. 

Certainly, it was our thought that we would be able to obtain 
charters for these ships and if we could obtain charters for these 
ships, we would have been in beautiful condition. 

Mr. Zetenko. Let me ask you this: Does Mr. Onassis have his 
office together with you? 

Mr. Conway. No, sir. 

Mr. ZELENKO. Does he have an office up in the office of the Vietory 
Carriers ? 

Mr. Conway. In the same building, yes, the same floor. 
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Mr. ZetenKo. Same floor, same suite? 

Mr. Conway. No. 

Mr. ZELENKO. Not the same suite? 

Mr. Conway. No. 

Mr. ZeLeN«KoO. Is it separate suites? 

Mr. Conway. Yes, it is all separate. 

Mr. ZeLeENKO. What about Mr. Cokkinis? 

Mr. Conway. Mr. Cokkinis has his office in the foreign sec*ion. 

Mr. ZeLeNKO. Of your company ? 

Mr. Conway. Yes. 

Mr. ZeLtenKo. Let me ask you this—— 

Mr. Conway. When I say foreign section, I mean in Mr. Onassis’ 
section. 

Mr. ZetenKo. He is vice president of your company, but he has 
his office together with Mr. Onassis ? 

Mr. Conway. Yes, because he spends part time on both. That is 
the Central American Agency. 

Mr. Zetenko. When you are away out of the shop, he runs the 
Victory Carriers? 

Mr. Conway. No; Mr. Spalding does. 

Mr. Zecenxo. Mr. Cokkinis has nothing to do with running it? 

Mr. Conway. He does; yes. 

Mr. ZeteENKO. What does he do? 

Mr. Conway. He is a specialist of course, on chartering and those 
operations. He has been in the shipping business for many, many 
years. 

Mr. ZeteENKO. Do you know what salary he draws? 

Mr. Conway. From our company ? 

Mr. Zevtenxo. Yes. 

Mr. Conway. $10,000 a year. 

Mr. Ze_enKo. You mentioned a man named Lincoln. 

Mr. Conway. Yes. 

Mr. Zevtenxo. Is that the same man that is connected with the 
Metropolitan Life? 

Mr. Conway. No; his father before he died, was connected with 
the Metropolitan Life. 

Mr. ZeLtenKo. Does he draw a salary ? 

Mr. Conway. Yes. . 

Mr. Zetenxo. What does he get ? 

Mr. Conway. He gets $10,000. 

Mr. ZeLtenKko. What does he do in the company ? 

Mr. Conway. Well, he is assistant secretary of the company and 
also does a tremendous amount of work around there in various 
things; for instance, all of the work that we had handling these pay- 
ments to the Metropolitan and to the City Bank. 

Mr. Zretenxo. You see, what I am trying to find out is, what is 
happening to the money in this trust. You say this Mr. Lincoln 
whose father was president of Metropolitan has the job of handling 
payments back to the Metropolitan. 

Mr. Conway. You asked what he does. 

Mr. ZevenKo. That is why you are paying him $10,000 a year. 

Mr. Conway. There is a lot of legal work involved in that stuff, 
too. He does a tremendous amount of work around there, different 
things. 
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Mr. ZeLENKO. What? Just tell me a couple of things. 

Mr. Conway. Well, he was a lawyer for Sherman Sterling at one 
time. 

Mr. ZeLENKO. Tell me what he does for your company. 

Mr. Conway. I told you one of the things he does. For instance, 
a lot of this stuff we had with the Internal Revenue about posting the 
charters and things of that kind. He did that. 

Mr. ZeteNKo. And let us get back to February 4. You had seen 
Mr. Onassis in Europe? 

Mr. Conway. Yes. 

Mr. ZeLENKO. You did not discuss any of the business of the trust 
at all, except that he suggested to you that he might like some of his 
ships to come into the tr ust to do some work for him. 

Mr. Conway. No; not in the trust. What he suggested was that 
we allow him to take the charters that we had with the oil companies 
and operate them with his ships because they were much more efli- 
cient and he would pay us identically the same as what we would 
receive with our ships operation under the charter. 

Mr. ZeLENKO. What were you going to do with your ships? 

Mr. Conway. They would lay up. 

Mr. ZevenKo. In other words, the 14 traded-out ships that were 
now working for you, Mr. Onassis suggested you lay those ships up. 
“We will take my ships.” 

Mr. Conway. That is right. 

Mr. Zevenxo. “And let them produce the income for the trust.” 

Mr. Conway. Wait a minute; no, that isn’t true, Mr. Zelenko. 

Mr. Onassis’ ships were more efficient than ours, so he could use his 
ships, pay us identically the same that we would receive with our 
ships operating, plus the lay-up cost. 

Mr. Zecenxo. I want to get this right. 

Mr. Conway. But we did not do it. 

Mr. ZetenKo. I want to get this right. He suggested that the 14 
ships that had been traded out 

Mr. Conway. Yes. . 

Mr. Zevenxo. That you lay them up and use his ships. 

Mr. Conway. We would use, I think, about 8 or 10 of his ships 
to do the same work. There were not 14 ships. There were 12 in- 
volved. They would do the same amount of work as these tankers of 
our because they were more efficient. 

Mr. ZeLteNKko. Who owns those ships that you are talking about, 
his ships, the ones that he suggested to you ? 

Mr. Conway. I presume he owns them. 

Mr. Zevenko. Did you take that up with the board of directors? 

Mr. Conway. No; because we did not do anything about it. 

Mr. ZeLenko, Did you take it up with the board of directors? 

Mr. Conway. No; because I said, “No, it was too complicated.” 

Mr. ZetenxKo. The deal was too « ‘omplicated ¢ 

Mr. Conway. We had to be sure that we were going to get our 
revenue and I just felt that I did not see anything for us to gain by it 
and if we could not gain anything by it, why do it. 

Mr. ZeteNKo. Tell me this: How much did the traded-out ships 
earn since they were all traded out? Give me a round figure. 

The Cuarrman. Did I understand you to imply that you might 
have lost your charters, yourself ? 
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Mr. Conway. Oh, no. 

The Cuamman. You said it was so complicated. 

Mr. Conway. Well, the thing is, Mr. Bonner 

The Cuamman. Would you have directly received the moneys or 
would someone else receive the money ? 

Mr. Conway. Oh, no. We would have received the money if we 
had made the arrangement. ’ 

The Cuarrmman. That is all right. 

Mr. Conway. And we would receive the same amount of money, but 
first it would have to be approved by the oil companies. Tome, it was 
just too complicated. 

The Cuarrman. All right. 

Mr. ZeLenKo. How much in round figures were the gross earnings 
of your 14 traded-in ships from the time you started the trust ? 

Mr. Conway. Let us separate them, Mr. Zelenko, because the Lib- 
erty ships are laid up. They are not earning anything. 

Mr. ZetenxKo. I am interested in these 14 ships. 

Mr. Conway. That is 2 of the 14. There are two Liberty ships that 
are laid up. 

On the tankers we had charters. Those tankers produced $7.50 a 
month per ton. There were 201,000 tons so that is $114 million. It is 
a substantial amount. 

Mr. Zecenxo. I —e that, but you are the president of the com- 
pany at $35,000 a year. I ask you to look at your records and tell me. 

Mr. Conway. I am : tele you and I do not have to look at my 
records. I told you it is $7. 50 a ton for each ton of ships and there are 
201,000 tons. 

Mr. Zevtenxo. All right. Can you add it up for me and tell me? 

Mr. Conway. You have to multiply. 

Mr. Zevenko. I ask you again, Mr. Witness, will you please. 

Mr. Conway. Give me a minute. Mr. Cunningham is multiplying 
it. 

Mr. ZevenKo. Maybe he can multiply it. 

Mr. Conway. I can multiply it, if you just give me time. 

Yes; $1.515 a month. That is wh: it I said, a little over $114 6 million. 

Mr. ZeLenNKO. What is that? 

Mr. Conway. That is the income. 

Mr. Zevtenko. Of one ship? 

Mr. Conway. No; for the 12. 

Mr. ZetenKO. For what per iod ? 

Mr. Conway. For 1 month. 

Mr. ZeLtEnKo. I want to know, since the trust has been formed, what 
has been the gross ? 

Mr. Conway. I can’t tell you that right out of my head. 

Mr. Zectenko. That is the point, sir. “Tam asking you as president 
of the corporation or some officer, to look at your rec -ords and tell me. 
You tell me to multiply. I knew you could not do it out of your head. 

Mr. Conway. I was talking about the earnings of those tankers. 

Mr. Zetenxo. I asked you to refer to your records and not do it out 
of your head. 

Mr. Conway. Mr. Zelenko, you would have to go back and take the 
exact date that they went on charter. We will furnish it to you. We 
would have to take the exact time they went off hire. Of course, ships 
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go off hire and when they are off hire you do not get paid so that you 
would have to work that up. 

Mr. ZeLENKO. Captain Conway, you knew that we wanted some 
records on this material, did you not, before you came down today ? 
You knew we wanted to _—— about that. 

Mr. Conway. Mr. Zincke was up there inquiring for records. 
Maybe I can help you on that, Mr. Zelenko. 

Mr. Totiterson. Mr. C hairman, I think counsel has the information. 

Mr. Conway. I can help you on this, Mr. Zelenko. 

No; I can’t help you on what we have already done but I can tell you 
what we are going to do. 

Mr. ZeLeNKo. I am only interested in what you did. 

The Carman. Will you get those figures and put them in the 
record at this point ? 

Mr. Conway. Yes; I donot have that. 

Iam sorry. 

Mr. Conway. The only thing I can tell you, Mr. Zelenko, is that all 
of the earnings have gone in to pay for these payments. 

Mr. Zetenxo. Can you give me an idea, and you are not bound by 
it, of approximately what are the total earnings you have had out of 
these ships since you have turned them over or since the trust started ? 

You can get the figures later. 

Mr. Conway. I could not give you that, Mr. Zelenko. I would have 
tosubmit that. That is too complicated. 

Mr. ZELENKO. You do not have it? 

Mr. Conway. No, sir; [am sorry. 

Mr. Totterson. Would the gentleman yield ¢ 

Mr. ZELENKO. Yes. 

Mr. Totierson. Mr. Zincke has some balance sheets. Were they ob- 
tained from you? 

Mr. Conway. Yes. 

Mr. To.ierson. Do those balance sheets contain the figures that Mr. 
Zelenko wants? 

Mr. Conway. No, sir; they would not. He asked for the earnings 
of these ships, Mr. Tollefson. 

Mr. Cunnineuam. Mr. Zincke, you know that when you were in 
New York last week, we had what I considered an agreement that if 
any financial matters were called for here, because of the circumstances 
which had arisen, we would supply them to you and we explained why. 
We had anticipated bringing Mr. Becker, the treasurer, but we ex- 
plained to you why he could not make it. We would be glad to col- 
late and present it to you or even bring Mr. Becker down later. 

The CrarrmMan. We will put that in the record at this point. 

(The information is as follows:) 

The gross revenue of the 14 traded out ships from the time of the commence- 
ment of the trust to March 31, 1958, was $31,239,914. The vessel expenses and 
charges against that were $14,869,744. 

Mr. Zetenxo. Captain Conway, did you know Mr. Onassis before 
you took over here ? 

Mr. Conway. Yes: I had heard of Mr. Onassis and I had met Mr. 
Onassis. 

Mr. Zetenko. Have you ever done any business with him ? 
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Mr. Conway. Yes; we have done some business with them. 

Mr. Zetenxo. Was he instrumental in any way in having you 
placed as president of this company ? 

Mr. Conway. I would say no, Mr. Zelenko. I think that that 
would be better for you to ask Mr. Ray. 

Mr. ZeLENKO. I am asking you, as to you personally. 

Mr. Conway. No. 

Mr. Zevtenxo. Outside of this one visit you had with him in Monte 
Carlo, have you discussed the business with him ? 

Mr. Conway. I had 2 visits, 1 on the way down. 

Mr. Zetenko. When was this one on the way down? 

Mr. Conway. About a week before. 

Mr. Zetenko. That would be in January ? 

Mr. Conway. Yes, sir. 

Mr. ZELENKO. What was the discussion ? 

Mr. Conway. I just stopped to see him on the way down. It was 
nothing in particular. 

Mr. ZetenKo. You did not discuss anything about this program 
at all? 

Mr. Conway. We may have talked. Certainly, it was nothing of 
any importance, anyway. 

Mr. Zetenxo. Other than those two and the meetings of the board 
of directors, have you had any business contact with him ? 

Mr. Conway. I did not get that. 

Mr. Zetenxo. Other than the meetings of the board of directors 
and other than these two visits, have you had any business contacts 
or dealings with Mr. Onassis ? 

Mr. Conway. No; once in a while when he is here in town I may 
have lunch with him. 

Mr. ZerenKxo. Let me ask you this: At the board of directors 
meeting, did Mr. Onassis have anything to say concerning the opera- 
tion of this program by you or the trust; did he remain silent ? 

Mr. Conway. I do not think Mr. Onassis ever remained silent. 

Mr. ZetENKo. He is silent now. 

Mr. Conway. He was away all of last year and when he came back 
here, was the time that his two ships came up and, of course, he did 
discuss those. That was one of the subjects. 

Mr. Zectenxo. Was that the purpose of inviting him to the 
meeting ? 

Mr. Conway. To this meeting here? 

Mr. Zetenko. No, to the meeting of the board of directors. 

Mr. Conway. No, we welcomed him. We liked to have him come 
in and I think the trust people do too, because he is the grantor. 

Mr. ZeLenKo. But he does not have any interest in the company, 
does he? 

Mr. Conway. No, sir. 

Mr. Zerenxo. And this was a meeting of the board of directors? 

Mr. Conway. When you are talking interest, you do not mean 
function; you mean interest in the management. 

Mr. Zecenxo. I mean financial. Does he have a financial interest ? 

Mr. Conway. Well, he has as I understand, this Ariona—— 

Mr. Zetenko. What is Mr. Onassis’ financial interest in this com- 
pany anyway ¢ 
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Mr. Conway. The only thing that I know there is what I am told 
about the Ariona. That is all 1 know. 

Mr. Zevenxo. Do you have any knowledge of any financial in- 
terest that Mr. Onassis has, majority or minority, in Victory Car- 
riers ¢ 

Mr. Conway. No, the only thing that I have is what they tell me 
of his interest in Ariona. 

Mr. ZeLenko. You are president of this company ? 

Mr. Conway. That is right. 

Mr. Zetenko. You are running a board of directors meeting and 
you tell me now that, although you have no knowledge of any in- 
terest that this man has in the company, you invite him to a meeting 
of the board of directors. 

Mr. Conway. Except what I am told about his interest in Ariona 
and the fact that these are his two children. 

Mr. Zecenko. That is a basis for inviting somebody into a board 
of directors meeting who has no financial interest in the company, 
the fact that his two children are beneficiaries of a trust? That is 
the basis of inviting him ? 

Mr. Conway. It must have been, or otherwise we would not have 
invited him. 

Mr. ZeLenKo. I would appreciate an answer. 

Mr. Conway. Surely. 

Mr. Zetenxo. Is there anything on record in your company to 
show that Mr. Onassis has any interest, majority or minority, in your 
company ¢ 

Mr. Conway. Personally, no. 

Mr. Zetenkxo. And on your records, no? 

Mr. Conway. As far as I know; no. 

Mr. ZeLenKo. Nevertheless, you invited him to a meeting of the 
board of directors ? 

Mr. Conway. That is right. 

Mr. Zetenko. Who was the one that invited him ? 

Mr. Conway. Well, I invited him. 

Mr. ZeLenko. You invited him? 

Mr. Conway. Yes. 

Mr. ZeLtenxo. At his request ? 

Mr. Conway. No. We have several of the people come into our 
board meetings to sit and we ask for different 

Mr. ZELENKO. Such as whom ? 

Mr. Conway. Such as Mr. Spalding, Mr. Lincoln, Mr. Becker. 

Mr. Zevenxo. Mr. Spalding is an officer of the company, is he not? 

Mr. Conway. That is true. 

Mr. Zetenko. According to what you told me, Mr. Onassis has no 
financial interest a the company nor does he hold any office, does he? 

Mr. Conway. I did not say he had none. I said as far as I know 
I had been told that he did own part of this Ariona, but personally, 
I have no knowledge of whether he does or does not. 

Mr. Zevenxo. Other than personally, have you any records of your 
company to show that he has one penny in the company ? 

Mr. Conway. None that I can recall. 

Mr. Zevenxo. That is what I have been trying to find out. 

28919—58——8 
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Mr. Conway. Let me check. 

(The witness conferred with his counsel. ) 

Mr. Conway. Mr. Cunningham substantiates that. 

Mr. Zevenxo. Mr. Cunningham affirms that, you say ? 

Mr. Conway. Yes, sir. 

Mr. ZELENKO. Nevertheless, you invited him in? 

Mr. Conway. Yes, sir. 

Mr. ZeteNKo. That is because of something that you know, outside 
of your company records or your company business, some knowledge 
that you have of his connection, is that right ? 

Mr. Conway. Well, as I say, we understand that he does own part 
of this and also he is the grantor and he is the father of these two 
children. 

Mr. ZetenKo. I ask you again. You keep telling me, sir, that you 
understand he owns part of it. I am asking you to show me one 
record. 

Mr. Conway. There aren’t any. 

(The witness conferred with Mr. Ray.) 

Mr. Conway. Of course, he says the stock certificate shows that 
Ariona owns 25 percent of the stock, but you asked me whether he 
owned Ariona and I could not tell you that. 

Mr. ZeLeENKo. You do not even know who owns Ariona? 

Mr. Conway. No. 

Mr. Zetenxo. As far as you know there is no record of his con- 
nection with the company financially or in an occupation, is that 
right ? 

Mr. Conway. That is true. 

Mr. ZetenKo. Do you not think it is unusual to invite a person in 
that category into a board of directors meeting where you are going 
to decide how a company is going to proceed? Isn’t that a little 
unusual ? 

Mr. Conway. No, I think, as I say, Mr. Zelenko, that he is the 
grantor and he is the father of these two children. 

Mr. ZetenKo. And he also controls this operation, does he not? 

Mr. Conway. He does not control it. 

Mr. Zetenko. You have not been invited to a meeting of the 
Metropolitan Life Insurance Co., have you, or United States Steel? 

Mr. Conway. No, sir. 

Mr. Zetenko. Or even Cosmopolitan Shipping. You only keep in 
the meetings the people who have some business in the meeting, is that 
right ? 

Mr. Conway. Yes. 

Mr, ZeLenko. Either the stockholders of the company or the offi- 
cers. Here you invite a man who ostensibly has no interest in the 
company in to attend a board of directors meeting. That is what you 
did. 

Mr. Conway. Yes. 

Mr. Zevtenko. That is different from any other similar proceeding 
that you have been involved in corporationwise ? 

Mr. Conway. Is it different when his two children have this inter- 
est here? 

Mr. Zetenxo. Board of directors’ meetings are not to honor Fa- 
ther’s Day or fathers. They are to conduct business. I ask you this 
simple question. This is the only time you did it in your business ? 
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Mr. Conway. That is right. 

Mr. ZeELENKO. That was at his direction or suggestion ? 

Mr. Conway. No, sir. 

Mr. ZELENKO. Now, you had such a meeting of the board of direc- 
tors at least twice in which he attended. 

Mr. Conway. I would say at least—no; probably 3 or 4. 

Mr. ZeLENKO. Asa matter of fact, he attends practically every meet- 
ing of the board of directors ? 

r. Conway. Oh, no. 

Mr. ZELENKO. Did he attend most of them ? 

Mr. Conway. We have a board of directors meeting every month. 

Mr. ZeLENKO. About how many meetings did he attend ? 

Mr. Conway. I thought 3 or 4, I said. 

Mr. ZeuenKo. There came a time when you were i er in Mr. Morse’s 
office in March of this year with Mr. Morse, Mr. Seaver, counsel for 
Maritime Administration, and Mr. Onassis? 

Mr. Conway. That istrue. 

Mr. ZeLtenKo. As a result of a conversation that Mr. Morse had 
with me, you all came over to my office; is that right ? 

Mr. Conway. Yes. 

Mr. ZELENKO. Now, what business was it of Mr. Onassis’ in Mr. 
Morse’s office before you came to my office? What did he have to 
do, this man having no connection at all with your company, over in 
Mr. Morse’s office 2 

Mr. Conway. Well, he had to do with discussing with Mr. Onassis, 
the substitution of Mr. Onassis’ two ships. 

Mr. ZELENKO. You were going to sidleshitiabs two other ships for the 
ones that you say you are working on ? 

Mr. Conway. Well, Mr. Morse’s letter of March 13, agreed to sub- 
stitute the two ships. 

Mr. ZeLtenKo. I want to get this right. You told us a little while 
ago that these two ships were being built. You have not canceled your 
contract ? 

Mr. Conway. That is correct. 

Mr. ZeLeNKO. Then you go over to Morse’s office and you want to 
substitute 2 other ships for those 2. That is the substance of what 
you went over to Morse’s office for ? 

Mr. Conway. No. It is not the substance of what we went over to 
Morse’s for at all. Let us get the meeting straight. 

Mr. ZeLENKO. Let us get it t straight. 

Mr. Conway. The meeting of February 26, when Mr. Stillman, 
Mr. Ray, and Mr. Morse came, we went over to air the whole building 
program and that is when it came up there about the two ships, the 
second time. I think we lost a little sequence back before when you 
talked about the two Onassis ships. 

I told you that he discussed it with me over in Europe and then I 
spoke to Mr. Morse when I got back and at that time Mr. Morse said 
“No,” he would not agree to take the two Onassis ships. 

Mr. Zetenko. That is what I want to get right there. 

Mr. Conway. We got off. 

Mr. ZeLenKo. Captain, I am not confused. I am listening to what 
you are telling me. You are telling me that this building program is 
going on, the two ships under the program are being built. See if 
[ have it right. 
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You come along and say, “Well, instead of those 2 ships, Mr. 
Onassis wants to put in 2 ships of his own.” Did I get you right? 

Mr. Conway. Yes, but, Mr. Zelenko, when you say they are being 
built, they are not actually building the ships. Rcumemnn we are 

talking here about back in March, too, how far they had proceeded. 
It was our view at that time that they could be changed. 

Mr. ZeLtenKo. Let me get one thing right. A little while ago you 
told me the two ships in the program were proceeding. 

Mr. Conway. That is right and they are proceeding. 

Mr. Zetenko. You tell me now that they are not being built. 

Mr. Conway. I did not tell you any such thing, that they are not 
proceeding. 

Mr. Ze_enKo. Let me ask you one thing, sir: What is the necessity 
of substituting 2 of Onassis’ ships for the 2 in the program when 
you say the 2 in the program are proceeding? That 1s what I want 
to know. 

Mr. Conway. We are not talking about substituting Mr. Onassis’ 
ships now. We are not talking about that at all. Itold you that when 
I left your office, as far as I was concerned the question of Onassis’ 
2 ships as substitutes for the 2 46,000-tonners was out. 

Mr. ZeL_enxKo. Just a minute. I am going to go back to before the 
meeting started. You say that is what happened when you left. I 
want to get one thing right. 

Mr. Conway. Yes. 

Mr. ZeLtENKO. You came up to Mr. Morse and you said “Mr. Morse, 
either you proposed it to us or we proposed it to you. We want to take 
2 ships that Mr. Onassis is building and put them into the program 
instead of the 2 that are in the program.’ 

Mr. Conway. That is right. 

Mr. ZetenKo. Now, at the time you went up there to Mr. Morse 
in March, were there two ships in the program being built as you 
told us? 

Mr. Conway. They were proceeding, yes, on schedule. 

Mr. Zevenko. And they are still proc eeding ? 

Mr. Conway. The only thing is they are much further advanced 
now than they were then. 

Mr. ZeLeNKo. Let me ask you then, what was the necessity of sub- 
stituting two ships with two ships already being built? 

Mr. Conway. I think you are confusing—— 

Mr. ZetenKo. Iam not confusing, sir. I think you are. 

Mr. Conway. No, I am not either. You are talking about the ships 
being built. Actually, we felt that the two ships had not proceeded 
so far, but what they could be substituted. 

Mr. Zetenko. In other words, nothing was done on them ? 

Mr. Conway. No—now wait a minute. We never went to the 
Bethlehem Shipbuilding Co. to check up because we did not know 
whether we were going to be able to change them or not. 

It might well be that even if they had agreed to give us the two 
Onassis ships, it might well have been if we had gone to Bethlehem 
and found out that they had proceeded too far, we couldn't. 

Mr. ZeLENKO. Do you mean to say that during all this period before 
you came up to Mr. Morse, you had not inquired of Bethlehem as to 
how far they were on your ships 4 

Mr. Conway. Definitely not. 
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Mr. ZeteNKo. You did not know whether the ships were already 
built ? 

Mr. Conway. We know now. 

Mr. ZeLENKO. Do you mean to say that you have not gone to Beth- 
lehem and found out what the progress of those two ships were on 
this program? Is that what you are telling us, before you went to 
Mr. Morse? 

Mr. Conway. We know that a ship that is going to be delivered in 
late 1959 or 1960 could not have progressed too far. 

Mr. ZeLeNKO. You are telling us you did not know at the time you 
came to Mr. Morse’s office whether you could or could not cancel, but 
you were up to make the proposal anyway ? 

Mr. Conway. We did not go to Bethlehem to find out whether or not 
the ships could be. We thought we ought to find out whether we 
could get them or not first. 

Mr. ZeLtenKo. You did not know what was going on with regard 
to those ships, but you went up to Morse’s office ? 

Mr. Conway. Yes. 

Mr. ZeLeNKO. Let me ask you this, Captain Conway : 

From the time that you st: arted in with this trust, did anybody from 
the Department of Justice ever contact you or you contact them in 
regard to the progress of what was going on under this trust? 

Mr. Conway. No, sir. 

Mr. Ze_enKo. Did you ever submit any reports to the Department 
of Justice? 

Mr. Conway. No, sir. 

Mr. ZELENKO. They were the ones that drew the trust ? 

Mr. Conway. Yes, sir. 

Mr. ZetenKo. They and Onassis’s lawyers ? 

Mr. Conway. That is right. 

Mr. ZetenKO. Nobody ever contacted you from the Department of 
Justice up to this minute on your books ? 

Mr. Conway. No, sir. 

Mr. ZeLtENKO. And you were not required to report to them in any 
way ? 

Mr. Conway. No, sir; Mr. Ray says, except approval of new 
directors. 

Mr. ZeLenKo. Were there any new directors? 

Mr. Conway. Just one. 

Mr. ZeELENKO. Who was that ? 

Mr. Conway. Mr. Stilman from the Grace Bank. 

Mr. ZeLENKO. What was the purpose of bringing Mr. Onassis down 
to my office, this man who had no connection with your company ? 
First, who suggested that he come? 

Mr. Conway. We were in Mr. Morse’s office. Mr. Onassis, as I say, 
came down with me because the idea was to come down and discuss 
about his two ships. We were in Mr. Morse’s office. 

Mr. Morse and I, as a matter of fact, were in there first. Mr. 
Onassis came down by another plane. We discussed the situation 
and I think I was the one that suggested, “Let’s go over and see Mr. 
Zelenko and Mr. Bonner.” Mr. Onassis came and then Mr. Morse 
called you and you were on your way down by train, I believe. You 
were not in. 
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By the time you called back, Mr. Onassis was there in the office and 
the question came up about going over. Mr. Onassis said he would 
like to go over, too. 

Mr. ZeLeNko. Were you with Mr. Morse when he made a call to me 
on the phone that morning ? 

Mr. Conway. Yes; I was. 

Mr. ZreLeENnKo. And he testified here yesterday that he offered to 
send Mr. Onassis down alone or with anybody else or all together. 
Did you hear him tell me that ? 

Mr. Conway. No; I did not understand it that way. 

Mr. ZeELENKO. You heard him say that yesterday ? 

Mr. Conway. I was not here yesterday. 

Mr. ZeLENKO. I see. Was it at Mr. Onassis’ suggestion that he 
come down to my office ¢ 

Mr. Conway. No, sir. It was my suggestion before even Mr. 
Onassis was in Mr. Morse’s office. 

Mr. ZeLtenKo. That Mr. Onassis come down ? 

Mr. Conway. No; it was my suggestion that Mr. Morse and I come 
over and see you. 

Mr. ZELENKO. Just you and Mr. Morse? 

Mr. Conway. Yes. 

Mr. ZeLtenKko. I wanted to know who decided that Mr. Onassis 
should take part in this. 

Mr. Conway. Mr. Onassis said that he would like to come over, and 
IT am sure Mr. Morse said to you over the telephone that he and I and 
Mr. Onassis would like to come over. 

Mr. ZeLENKo. You are not sure because you were not there. 

Mr. Conway. Yes; I was there. 

Mr. ZeLeNKo. Did you hear Mr. Morse testify yesterday that when 
he offered to have Mr. Onassis come over alone, that he was acting as 
messenger, that he asked whether Mr. Onassis should come alone? 

Mr. Conway. I do not recall a statement like that at all. 

Mr. ZeLENKOo. You did not hear it ? 

Mr. Conway. I was there. I think there may be some misunder- 
standing about it, Mr. Zelenko, because as I understand it, Mr. Onassis 

came back later on alone to see you that anes ay. 

Mr. ZetenKxo. We will take that up later. I did not see him alone. 
I brought in a Congressman to be there. I would not see him alone. 
I want to know, do you know any reason why Mr. Onassis would want 
toseemealone? I want to know if you know any. 

Mr. Conway. No, sir; none whatsoever. 

Mr. ZeteNKo. You do not know why Mr. Morse called me and said 
Mr. Onassis wants to see me alone ? 

Mr. Conway. No, sir; in fact, I did not know he had. 

Mr. Totzerson. Mr. Chairman ? 

The Cuairman,. Mr. Tollefson. 

Mr. Totierson. I think the record ought to have one point clear 
when we are talking about American seamen losing their jobs. 

When you transferred foreign, as I understand the situation from 
the hearings, that if the U nited States had prevailed in its suit asking 
for return of the ships then these same identical tankers would have 
been laid up yet, would they not? 

Mr. Conway. If they had seized them; yes. 
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Mr. Totierson. If they had seized them and prevailed in their law- 
suit they would have been laid up and the 560 seamen would have been 
out of jobs anyhow ¢ 

Mr. Zetenko. You say “if.” You do not know that. If the Gov- 
ernment had seized them. 

Mr. Conway. That is right. 

Mr. ZetenKo. If the Government had seized them and sold them to 
other people, they might have been working. That is speculation. 

Mr. Conway. All | know is that if the Maritime put them in the 
laidup fleet, obviously they would not have employed seamen. 

Mr. ZevenKo. But we know here now that 560 American seamen 
were thrown out of jobs as part of this deal, is that right ? 

Mr. Conway. Yes. 

The CHatrman. We will recess until 3 o’clock, conditions in the 
House permitting, so that we may continue to hear you witnesses and 
other witnesses. 

If the conditions are not favorable, and we cannot go ahead, then 
we will meet tomorrow morning at 10 o’clock. 

Under those conditions, we will recess until 3 o’clock. 

(Whereupon, at 12: 15 the hearing in the above-entitled matter was 
recessed, to reconvene at 3 p.m. of the same day.) 


AFTERNOON SESSION 


The hearing was resumed at 3 p. m., pursuant to the recess. 

The Cuatrman. The committee will come to order. Mr. Allen? 

so ALLEN. Mr, Chairman. 

Captain Conway, as I read the record, we left the statement con- 
cerning what Mr. Morse had said about financing in a situation where 
you fairly definitely stated that he might have been lying to the 
a 

I did not like to leave the record in just that shape. 

The CHarrman. The chairman said that in all probability it was a 
mistake. 

Mr. Aten. I appreciate that fact, and that is why I would rather 
have a few more facts on the record. 

Mr. ZetENKO. Would the chairman yield just one moment ? 

When I used the word “lie,” I used it in the sense that as to whether 
or not this gentleman who was under oath was stating a fact to us. 

He told us that Mr. Morse had never been told by him that there was 
any bank financing. This gentleman being under oath, I then wanted 
to be sure that in the answer he gave he was sure of the truth of what 
he said. 

However, we either characterized that it was either a fact or is not 
a fact. 

If I may, let me say, is it a fact that you never told Mr. Morse that 
you had bank finane ing? 

Mr. Conway. That is true. 

The CuarrMan. Just go ahead. 

Mr. Auten. I want to clarify the question. That statement of yours 
was followed by a statement of Mr. Zelenko, which was subst: antially 
that when Mr. Morse told us that you had talked with him about bank 
financing, he lied to the committee. I think those were the words. 
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What I would like to know is what discussions did you have with 
Mr. Morse concerning financing? 

Mr. Conway. I think, Mr. Allen, if you turn to page 466 of the 
hearings last year, you will see where Mr. Morse did send a letter in 
clarify ing that point on page 466. 

Would. you like for me to read that? It is in the last paragraph, 
if you will note it there. 

The Cuatrman. On the bottom of the page. 

Mr. Conway. Yes, sir. 

The CHatrmMan. Go ahead. 

Mr. Atten. Where he says: 

I believe I made the statement that bank commitments or loans had been 
obtained in connection with the new construction— 
and so forth. 

Mr. Conway. Yes. 

Mr. Auten. Have you had any conversations with him since that 
time concerning financing ? 

Mr. Conway. No, sir. The only thing that we have discussed ac- 
tually since the first of the year was the question of the guaranteed 
insurance. That is all. 

Mr. Auuen. It seems to me that he made some statement concerning 
the financing by Metropolit: in Life Insurance Co. 

Mr. Conway. No, sir, we have not had any financing from Metro- 
politan and we have never indicated 

The Cuatrman. I think you had better read this paragraph in the 
letter. 

It says: 

At one of the sessions, I believe I made the statement that bank commitments 
or loans had been obtained in connection with the new construction and that the 
banks were content to rely upon the integrity and reputation of the various 
parties involved and did not insist upon any further security such as bonds, cash 
deposits, or assignments of charter hire. Since making that statement I have 
checked further into the matter and find that I was wrong and that no bank 
loans or commitments have either been made for or granted but that the ship- 
yard (Bethlehem Steel) was willing to accept the contract for the new construc- 
tion without further security than the reputation and integrity of the parties 
with whom it was dealing, the payment of the $1,795,500 downpayment, and the 
provisions in the construction contract for progress payments as the construc- 
tion work progresses. 


Mr. Conway. That is right. I noticed that too, Mr. Bonner. 

The CHatrman. Now you know there were no bank assurances of 
loans. This leads us to believe that that made no difference because 
an arrangement had been made with Bethlehem Steel on the integrity 
of the company to go ahead with the proposition, and had nothing to 
do with charters or anything else. Is that right 

Mr. Conway. That is right. We made a aac a to Bethle- 
hem Steel and we have to make our next payment. 

The CuatrmMan. Go ahead, Mr. Allen. 

Mr. Conway. I would like to go a step further, Mr. Bonner. In 
yesterday’s hearings, on page 174 of the minutes, I see that it says, 
right at the last page: 

May I call your attention, Mr. Bonner, to the fact that in this matter of bank 
loans I wrote a letter to the committee whic h appears on page 466 of the part I 


testimony hearings last year, which made a correction on my statement about 
the bank commitments. 
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The CHatrrman. That corrects that but he goes on to say that, not- 
withstanding that there had been no banking arrangements, other 
arrangements had been made which would carry out this transaction. 

Mr. Conway. Yes, when we signed the contract we had to put down 
this $1,795,000 and then, of course, we have to make progress pay- 
ments as the ships progress. 

Our next payment will be in October of $214 million. 

Mr. AuLEN. Mr. Morse also testified subst: antially that the Comp- 
troller from Maritime had been satisfied or had investigated and re- 
ported that he was satisfied that the financial requirements for this 
contract being met were in order. 

Mr. Conway. That is right. 

Mr. Anten. Did you talk to the Comptroller? 

Mr. Conway. Yes, sir. We talked to him, yes, and we told him 
about our charters that we had. 

Mr. Auten. When was that? 

Mr. Conway. We talked to the Comptroller in December before 
we even signed the shipyard contract, December of 1956, 

Mr. Auten. I think the word was used that the performance was 
assured after he had made the investigation or he was satisfied that 
performance was assured. What assurances did you give him? 

Mr. Conway. We told him what we expected the earnings to be. 
Then later on, on May 28, before Mr. Morse permitted us to transfer to 
the foreign corporation, we gave him another projection which was 
the one I indicated in my testimony where we said we would have 
available $20 million after taxes because at the time we gave them the 
projection in December of 1956, we, of course, had no idea then what 
our taxes were and we said, “This does not ti ake into account what the 
taxes might be.” 

Mr. Auten. I think there has been an indication, or possibly I sensed 
one, that there was a failure thereafter of the Maritime Administra- 
tion to keep informed as to progress that you were making or changes 
in your ability to perform that they did not discover. 

Has there been any information which would be bearing on the 
transaction or its future with respect to which they have not been 
informed or have not made inquiry ? 

Mr. Conway. No, sir. We gave them this letter on May 28, 1957, 
before transferring foreign. ‘T Shen when I saw Mr. Morse on F ebruary 
26, I gave him another projection which indicated that we would still 
have $20 million available and, as I say, our projection as of this month 
indicates that we will still have at least $20 million available. 

Mr. Auuen. I take it, then, that the entire transaction is in the 
same status as it has been from the outset with the exception that a 
change in the charter market for 1959 or 1960 makes a difference in 
the ability to finance mortgages. 

Mr. Conway. That is right, substantially right, yes. 

Mr. Atten. One other question on the ‘subject that puzzles me is 
that in Mr. Morse’s statement, he refers to the letter of April 15, 1958, 
saying that you had submitted a letter serving notice that the building 
program contemplated by contract No. MA~-1439, as amended, had 
been canceled. 

This morning you were talking about the program, and I gathered 
that there had been no cancellation. 

Mr. Conway. That is true, Mr. Allen. 








118 TRADE-OUT AND BUILD ACTIVITIES OF ONASSIS COMPANIES 


Mr. Aten. How do we reconcile Mr. Morse’s statement as to your 
letter and a statement that there has been no cancellation ? 

Mr. Conway. Mr. Allen, our statement of April 15 was written 
because Mr. Morse was stymied in that he could not make a decision to 
amend the contract. 

He told me that we would have to either build the whole program 
or that we would have to have a congressional hearing so, actually 
in our minds, the letter of the 15th was in order to get a congressional 
hearing because we have not canceled the shipbuilding program. 

Mr. ZELENKO. Will the gentleman yield for one minute? 

Mr. Auten. Let me finish the line of questioning and I will be 
pleased to yield. 

The last statement in the letter, as we have it here, says: 

As a consequence, and much to our regret, we have no other alternative than 
to hereby notify you that we are compelled to cancel the building program 
contemplated by contract MA-1439, leaving for ultimate determination by the 
eourts the legal consequences, if any, resulting therefrom. 

Do I take it from your statement now that, while your letter said 
you were compelled to cancel, actually you did not react to that com- 
pulsion and cancel ? 

Mr. Conway. That is absolutely true. 

Mr. Auten. So the statement that Mr. Morse made to the effect that 
you had canceled or that the program had been canceled was an er- 
roneous interpretation of the statement in your letter ? 

Mr. Conway. Yes, sir; of the shipbuilding contract, yes. 

Mr. ZetenKo. Will the gentleman yield? 

Mr. Aten. I will be glad to yield. 

Mr. Zetenxo. Let me understand this, Mr. Conway. You wrote a 
letter over your signature to a Government agency ? 

Mr. Conway. Yes, sir. 

Mr. ZetenKO. And you stated for a fact that you were canceling 
this contract ? 

Mr. Conway. We said we would be compelled to. 

Mr. ZeLtenKo. You stated that in the letter. For whatever the 
reason you stated that you were canceling the contract ? 

Mr. Conway. We said we would be compelled to cancel. 

Mr. ZELENKO. Do you have that letter, please ? 

The Cuarrman. What did that mean? You say you did it for the 
purpose of getting a congressional hearing. 

Mr. Conway. Mr. Bonner, we could not move. As I explained 
this morning, we were told we had to complete the entire contract or 
have a hearing. The shipbuilding costs were going on all the time 
and we had to bring this thing to a point. We had to do something. 

The Cuatrman. As I understand it, you say you have not canceled 
yet. 

Mr. Conway. We have not and we hope we will not have to cancel 
the whole contract. 

The Cuarrman. Then what is it all about? 

Mr. Conway. What we want to do is to defer the 106,000-ton ship 
and go through with the two 46,000-ton ships. That is what we want 
to do. 

The Cuarrman. Let me ask a question that is interesting to me. 
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Mr. Onassis was so interested in this business that he wanted to trade 
the two ships that he laid down in this country for his own account into 
this transaction ? 

Mr. Conway. Yes. 

The Cuarrman. Why could you not get assurance from him that he 
would do the financing to fulfill this contract ? 

Mr. Conway. Certainly we do not feel 

The Cuatrman. If he is so interested as to come in of his own free 
will and voluntarily cancel the building of two additional ships in 
America and say, “You take these ships over here in lieu of these 
ships,” and lose one million dollars plus on each one, if he is that in- 
terested in this transaction and this trust, this business, then why can 
you not get the financing from him to fulfill your contract? Just 
answer that. 

Mr. Conway. We certainly have no intention of asking Mr. Onassis 
to contribute any money to this. 

The Cuarrman. He would have contributed under this acceptance 
in lieu of construction here, would he not? 

Mr. Conway. No, what he would have done there, I think, the 
mechanics of it would probably have been like this: that he would 
have canceled his two ships with Bethlehem. 

The CHarrman. They were well under construction ? 

Mr. Conway. Yes, one of them will be available. 

The CuHarrmMan. Why would he have canceled them ? 

Mr. Conway. He would cancel them. You can say it this way: 
Because the tanker market is bad he would cancel them and give them 
to us for $1,400,000 less than what we would have paid for each of 
those that we are going to build. 

The CHarrMan. Would he make some money by that transaction ? 

Mr. Conway. Well, he would lose some money but he might think 
that in the long run he would be better off. 

The CHairman. Would he avoid losing more money ? 

Mr. Conway. That is probably what he thought, certainly. 

The CuarrMan. He is a pretty slick operator. He is an in-and-out 
fellow. 

Mr. Conway. No, but as far as we were concerned, if we could get 
them cheaper, then, of course, that was to our advantage. 

The CuarrMan. I am through. 

Mr. ZetenxKo. I am very interested, Captain Conway, as to whether 
we understand the main meaning of plain language without any 
fencing with semantics. You wrote a letter on April 15 of this year 
to a Government agency in which you were involved with a contract ? 

Mr. Conway. That is right. 

Mr. ZELENKO. You stated, regardless of the reasons, as follows: 

As a consequence and much to our regret we have no other alternative than 
to hereby notify you that we are compelled to cancel the building program 


contemplated by contract MA-1439, leaving for ultimate determination by the 
courts the legal consequences, if any, resulting therefrom. 


That is clear, is it not? 

Mr. Conway. Yes. 

Mr. ZeLenKo. That is a notification in plain language that you are 
canceling the contract and that you dare them or suggest that they 
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go into court to see what the consequences would be. Isn’t that what 
it means? 

Mr. Conway. Mr. Zelenko—— 

Mr. ZetEnNKOo. Answer me “yes” or “no.” If it means that, tell me 

“ves.” If it does not mean that, tell me “no.” 

Mr. Conway. Apparently the Department of Justice thinks so. 

Mr. ZetenKO. What do you think ? 

Mr. Conway. In our mind that was not the intent. 

Mr. ZeLenKo. Let us see what the intent is. What was your intent? 

Mr. Conway. The intent was that we get a hearing and get this 
thing settled so that we could go on with this part of this building 
program and defer the rest. 

Mr. ZetenKo. In other words, in plain angenge you were using 
this device, and this was a device from what you say, was it not ? 

Mr. Conway. It wasa means to get a hearing. 

Mr. ZetenKo. It was a device of some kind for some purpose, was 
it not? 

Mr. Conway. It was a means to get a hearing. 

Mr. Zetenxo. It did not mean what it said, it did? Did it? 

Mr. Conway. It is a matter, of course, of interpretation. 

Mr. Zretenxo. You answer me. Did it mean what it said? 

Mr. Conway. I can tell you what, as far as I was concerned, it 
meant. It meant to get a hearing so that we could get this thing 
settled. 

Mr. ZetenKxo. That was your intention. 

Mr. Conway. That is right. 

Mr. ZerenKo. And you expressed your intention by the statement 
in this letter, did you not? 

Mr. Conway. That is right. 

Mr. ZELENKO. But the statement in this letter did not contain your 
intention, did it? You did not state in the letter that “We are only 
sending this to vou in order to get a hearing.” That does not appear 
in this letter, does it? 

Will you read the letter and tell me whether it appears in the 
letter ? 

Mr. Conway. Yes, but if we did not cancel the building 
contract 

Mr. Zetenxo. If you did not cancel the building contract there is 
something in there that you want a hearing, or do vou say that, “The 
alternative is to take us to court,” which is it that you say? 

Mr. Conway. We felt that if we could have a hearing here and air 
this thing that certainly out of it would come something where we 
could complete the two ships and defer the other ship. 

As TI say, Mr. Zelenko, Mr. Morse had told us that we could not get 
a mortgage loan on the big ship. Now, we know we can do the other 
twoships. That is what I want. 

Mr. ZretenKo. May I tell you with all due respect, I intend to sit 
here as long as it takes to get the answer so that you may proceed and 
rehash every bit of this that we have heard. You are going to have 
to answer all these questions. 

Mr. Conway. Put the question and I will answer as best I can. 

The CHatrman. Let us have the question. I do not want to drag 
that out. 
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Mr. ZetenKo. I will reframe the question. Did you put into this 
letter the fact that you were saying you were going to cancel it but 
the real purpose was to get a congressional he aring ? Is that in the 
letter ? 

Mr. Conway. No. 

Mr. ZetenKo. That is what I wanted to know. You knew all 

along, did you not, from conversations with Mr. Morse and every- 
body else connec ted with this trust that, if this building program did 
not go on, that this committee would be interested to find out why ? 
You knew that, did you not? 

Mr. Conway. Yes, we knew that but it was even worse than that 
because we were told we could not go through with the complete pro- 
gram without a hearing. 

- Mr. Zetenxo. And you used this letter from what you say now 
as a subterfuge to bring on a hearing before this committee. That 
is what it is in plain language, is it not 7 

Mr. Conway. I do not agree that it is as a subterfuge. 

Mr. Zetenxo. What is it, sir? 

Mr. Conway. It is a letter in order that we can air this thing and 
get it out on the table. ‘That was the intent. 

Mr. ZeLENKO. You wrote this letter as a device and a subterfuge 
to the Maritime Administrator in order to get a hearing on the Hill. 
That is what this letter was, according to what you tell us now. 

Mr. Conway. Is it anything wrong to have a hearing on the Hill? 

Mr. Zetenxo. Is there anything wrong in using a device or a sub- 
terfuge like this? Lask you. Answer that question. 

Mr. Conway. I do not see anything wrong, no. 

Mr. ZeLENKO. You do not see anything wrong ? 

Mr. Conway. We have the hearing. 

Mr. ZeLenxo. Did you discuss with Mr. Morse your intent in writ- 
ing this letter as you have expressed it to us? Did you tell Mr. 
Morse that you were going to write a letter which purports to be a 

cancellation but which really is not a cancellation in order to get a 
hearing? Did you ever discuss that with him in words or substance? 
Answer that “yes” or “no.” 

The CuarrmMan. Answer it. 

Mr. Zectenko. Answer that “yes” or “no.” 

Mr. Conway. Wait a minute. 

The Cuarrman. We want the answer. 

Mr. Conway. A copy of this letter in draft form was sent to Mr. 
Morse before it was signed and sent down. 

The Cuairman. Now then, let me ask you this. Who suggested 
writing this letter? 

Mr. Conway. Well, the letter was agreed to by the board. 

The Cuairnman. Who suggested writing it? 

Mr. Conway. Well, I suppose you have to say I suggested it. I 
do not know exactly. It was the combination of the board members. 

The Cuatrrman. Which board ? 

Mr. Conway. The board of our company. 

The Cuarrman. And you say it was sent to Mr. Morse. Before it 
was formally sent to him, it was informally sent? 

Mr. Conway. Yes, in draft form. 

The CuatrmMan. Did he approve it ? 
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Mr. Conway. Yes, I called him and he said, “Go ahead and send 
it down.” 

Mr. Zetenxo. In other words, you cooked up a scheme with Mr. 
Morse to get together and send a letter of cancellation which was 
not acancellation. Is that what it amounts to? 

Mr. Conway. Mr. Zelenko, legally this may be a cancellation. I 
do not know. What I am saying is that as far as I am concerned 
the intent was to get a hearing so that we could explore this thing. 

Mr. Zetenxo. We know that. 

Mr. Conway. Yes. 

Mr. Zecenxo. I am going further than that. I am going to as- 
sume you are telling us the truth about it. 

Mr. Conway. W ell, I am telling you the truth, 

Mr. ZELENKO. I am going to assume that you are. 

I asked you whether you got together with Mr. Morse in words 
or substance before you sent the letter. 

Mr. Conway. No; I did not. 

Mr. Zetenxo. You sent him a form of this first, did you not? 

Mr. Conway. Yes. 

Mr. ZeLtenKo. Did he discuss it with you ? 

Mr. Conway. I called him on the telephone. 

Mr. ZeLENKO. That is what I was interested in. 

Mr. Conway. I asked if he had objections to it, and he said “No; 
send it down.” 

Mr. Ze.enKo. Did you tell him that the purpose of this letter was 
to bring on a hearing here; that it was not a cancellation ? 

Mr. Conway. I would not say I used those words; no. 

Mr. ZeLENKO. Give me the words that you did use. 

Mr. Conway. I know this: that Mr. Morse knew we had not can- 
celed the shipbuilding contract. 

Mr. ZeLtenKo. Even after you sent this letter ? 

Mr. Conway. Yes; Iam sure he did. 

Mr. ZetenkKo. You mean that he knows now that, even after you 
sent this letter of cancellation, you have not anceled the contract ; is 
that right? Answer me that if you know. 

Mr. Conway. Well, I do not know, I know this: that I know the 
shipbuilder told me that someone from Mr. Morse’s office had called 
up to find out just what the status of the contract was. 

Mr. Zetenxo. And that man from Mr. Morse’s office was told that 
the contract was not canceled ¢ 

Mr. Conway. Yes. 

Mr. ZeLeENKO. Who is that man? 

Mr. Conway. I did not say it was a man. I think it was Miss 
Ruth Holmes. The gentleman in the Bethlehem Shipbuilding told 
me Miss Ruth Holmes called up. 

Mr. Zetenko. Who is the man in Bethlehem Shipbuilding? I 
want his name. 

Mr. Conway. Mr. Strohmeyer. 

Mr. ZetenKo. You know his name and I do. 

Mr. Conway. No; wait just a minute. Mr. Strohmeyer is away 
and it was his relief. It is the man that is substituting for Mr. 
Strohmeyer while he is away. 

Mr. ZeLeNKo. Somebody told it to you. Who told it to you? 
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Mr. Conway. I do not just recall his name but he is pinch-hitting 
for Mr. Strohmeyer while he is on vacation. 

Mr. ZeLENKO. Have you ever done business with that man before, 
whose name you do not recall? Was that the first time you ever 
spoke to him ? 

Mr. Conway. Frankly, I do not recall having done business with 
him before. The business I have done was with Mr, Strohmeyer; so 
I called for Mr. Strohmeyer, and they told me this gentleman was 
taking Mr. Strohmeyer’s place. 

Mr. Zetenxo. Let us get this. You mentioned a name of that 
party named Holmes in the Maritime Administration. 

Mr. Conway. Miss Ruth Holmes; yes. 

Mr. ZeELENKO. She was the one you say that knows that this contract 
has not been canceled ? 

Mr. Conway. I said that this gentleman who was relieving Mr. 
Strohmeyer in Bethlehem Shipbuilding told me that Miss Holmes had 

called him to ascertain what the position was with reference to our 
shipbuilding contract, and he told Miss Holmes that the shipbuilding 
contract had not been canceled. 

Mr. Zetenxo. And when was this conversation supposed to have 
taken place? 

Mr. Donte’ This was last week. 

Mr. ZeLEnKoO. Last week ? 

Mr. Conway. Yes. 

Mr. ZreLtenNKO. You say now that, from your information, a Miss 
Ruth Holmes of the Maritime Administration knows or was told that 
this contract was not canceled, is that right ? 

Mr. Conway. That is what the gentleman from the Bethlehem 
Shipbulding told me. 

Mr. Zevenxo. All right. Now, you also told us that you spoke to 
Mr. Morse before you sent the letter. 

Mr. Conway. Yes, sir. 

Mr. Zetenxo. And told him in words or substance, “I am sending 
you a letter of cancellation. I would like you to look it over but it 
really is not a letter of cancellation” ? 

Mr. Conway. No; I did not say that. 

Mr. ZeLENKO. I said in words or substance. 

Mr. Conway. I did not say that. I said I am sending a letter 
which I would like for him to look over. 

Mr. ZeLENKO. Did you discuss it with him ? 

Mr. Conway. No; I did not discuss it because it speaks for itself. 

Mr. ZeLenkKo. Is that all you told him on the phone ? 

Mr. Conway. Listen. I told him that we were getting no place 
with this, that I was sending him a letter down, a draft of a letter 
down, and would he please look it over and let me know what he 
thought about it. 

Mr. ZeLenKo. Did he tell you what he thought about it ? 

Mr. Conway. Yes. 

Mr. ZeELENKO. What did he say ? 

Mr. Conway. He said it was all right, go ahead and sign it. 

Mr. ZeLtenko. Go ahead and sign it ? 

Mr. Conway. He said, “go ahead and send it down,” rather. 

Mr. Ze_enko. All right. 

The CuarrMan. Counsel has questions. 
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Mr. Auten. I will yield to counsel. 

The CuHarrmMan. Excuse me, Mr. Allen. 

Mr. Atuen. I just want to keep the record straight. 

Tam glad to yield. 

Mr. Cowen. Captain, I do not want to belabor this letter proposi- 
tion. I think it has been gone into, but from this date'‘of April 15, 
who saw the letter prior to your mailing it to Mr. Morse? 

Mr. Conway. Well, our whole group saw the letter. 

Mr. Cowen. By your group now, you include whom? 

Mr. Conway. The whole board, the board of directors. 

Mr. Cowen. Are you including Mr. Onassis ¢ 

Mr. Conway. Yes; Mr. Onassis I am sure saw the letter. 

Mr. Cowen. And he wrote a letter to Grace National Bank on April 
15 that reads as follows: 

Dear sirs: referring to the letter addressed to Maritime Administrator Morse 
by Captain Conway, dated April 15, 1958, please be advised that, as grantor 
of the trust dated August 10, 1956, I am in accord with the contents of said 
letter and approve any action which you, as majority stockholder, may take in 
approving said letter. 

Now, your purpose in writing the letter, as you have stated here, sir, 
was for the purpose of obtaining a hearing before this committee. 
Was Mr. Onassis’ reasoning behind his letter to Grace National Bank 
the same reasoning that he wanted a heari ing or desired one? 

Mr. Conway. As far as I know, yes. 

Mr. Cowen. And from the minutes of the meeting of May 8, 4 
o'clock in the afternoon, present Granville Conway, Edmond J. 
Moran, John C. Griswold, Charles 8S. Cunningham also Mr. Onassis, 
Mr. Lincoln, and Mr. Bailen, 1 will read from it as follows: 

The chairman reported on the mailing to the Maritime Administration of the 
letter of April 15, 1958, concerning the new building program, as previously 
discussed with the members of the board, and, on motion duly made, seconded, 
and unanimously carried, such action was ratified and approved. 

So your entire group, your board of directors and Mr. Onassis, have 
approved your action in writing this letter which obviously, from its 
face, is a breach of the building contract but which you say now was 
only intended to grant to your group a hearing before this com- 
mittee. 

Mr. Conway. That is right. 

Mr. Cowen. Was your board of directors and Mr. Onassis notified 
of the intent that you say was behind the writing of this letter, sir? 
Mr. Conway. Well, surely everyone understood the whole thing. 

Mr. Cowen. Well, they have joined in and, to their minds, at the 
present time there is no intent nor was there ever any intent to de- 
fault on the building contract ? 

Mr. Conway. No, our whole idea was to get two of these ships built. 
That still is our idea. 

Mr. Cowen. And despite your conversation with Mr. Morse rela- 
tive to this letter, he too was misinformed as to the intent? 

Mr. Conway. I did not get that. 

Mr. Cowen. Well, I say I take it for granted that Mr. Morse was 
not advised or did not understand your intent in writing this letter, 
and he accepted it as a breach or a default since subsequently he 
turned the matter over to Justice and Justice has brought action. 
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Mr. Conway. Well, we have had several conversations with Mr. 
Morse since the letter was sent in trying to do something here about 
vetting some ships. 

I think Mr. Morse told me that he was over before this committee 
here where he wanted to be released from his obligation and made 
some suggestions about us going ahead with the program. But we 
just were not getting any place. 

Mr. ZeLtenko. Did he say he wanted to be released of this obliga- 
tion or of obligations he has as Maritime Administrator ? 

Mr. Conway. No, he wanted to be able to apparently sit down to 
negotiate with us to get something out of this. 

The Cuairman. Mr. Allen. 

Mr. Auten. Mr. Chairman. 

I gathered from testimony given by Mr. Morse and yourself that 
at some point before the writing of this letter, and possibly 2 or 3 
months before, your interests had come to a conclusion that they 
would like to seek a modification of the original agreement and that 
thereafter some discussions took place without any tentative agree- 
ment and that thereupon this letter was written in order to bring the 
matter to a point where decision would have to be recommended, Mr. 
Morse having told you in the meantime that there could be no medi- 
fication unless this committee were agreeable to such a modification 
being made. 

Mr. Conway. That is true. 

Mr. Auien. Is this letter that you wrote supposedly for the pur- 
pose of terminating the preliminary discussion and bringing the 
matter to a definite decision ? 

Mr. Conway. Well, Mr. Morse could not go any further because 
he had told us that, regardless of what he wished to do, that he could 
not go any further because he was under the impression that this com- 
mittee insisted on a completion of the contract in full and on schedule 
or they would wish to have a hearing so that that is what we were 
after was to get a hearing. 

Mr. Zevenko. You will admit you are getting it. 

Mr. Conway. Well, then, the letter was effective, wasn’t it ? 

Mr. Zetenko. Yes. I do not know how effective it was. It may 
not have the same result that you anticipated. 

Mr. Conway. Then we get a hearing and we get a decision. That 
is what we are after, Mr. Zelenko. 

Mr. ZeELENKo. You will get it. 

Mr. Auten. Except for the writing of the letter of April 15 and 
whatever action it connotated, has there been any breach of this con- 
tract on the part of the group that are interested with you? 

Mr. Conway. No, sir. 

Mr. Au.LeN. In your opinion, therefore, if there is any breach at all 
it is the writing of this letter and if there is not a breach, there is no 
breach. 

Mr. Conway. That is right, sir. 

Mr. Auten. There was some reference to Ariona Corp. and the in- 
terest therein of Mr. Onassis, and I think you said something about 
what you had been told. What is your best information as to what 
his interest is ? 
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Mr. Conway. Well, as I understand it, Mr. Allen, Ariona—and 
this is just hearsay—is owned by Mr. Onassis and, I think, his 
brother-in-law and his sister, some of his immediate relatives. That is 
only hearsay. I honestly do not know. 

Mr. AtLen. Would it be your understanding that no one other than 
Mr. Onassis and members of his family are interested in the owner- 
ship of Ariona? 

Mr. Conway. That is my understanding. 

Mr. Auten. There has been some mention of his being invited to 
your board of directors meetings and questions as to whether he could 
control the action of the corporations of which you are president. 
Are there any financial obligations under which your corporations 
are or any other agreements through which he is empowered to ex- 
ercise any control ? 

Mr. Conway. None whatsoever. 

Mr. Atiten. Would it be true to say that if he attempted to exer 
cise control over your actions at any board meeting that his attempt 
would be disregarded ? 

Mr. Conway. Absolutely. 

Mr. Auten. There was some reference, too, to directors and the fact 
thaf they had been indicted in an action brought by the United States 
Government. Is there any director that has ever been convicted of 
any crime sitting on your board of directors / 

Mr. Conway. Notas far as I know, no, sir. 

Mr. Auten. Is this the only indictment that was involved ? 

Mr. Conway. Yes, sir. 

Mr. Auten. I believe the record shows that in connection with the 
indictment that the Government stated that the law was so unsettled 
that they did not know whether they could obtain a conviction if they 
went through to a trial. 

Mr. Conway. That is what I believe that the testimony indicated 
last year. 

Mr. Auten. There has been discussion also of the debts of the cor- 
poration, that apparently were incurred before the trust transac- 
tion was entered into and the amounts of which were not known, 
particularly these income taxes, I believe it was, that were assessed at 
a later time. 

At the time that the trust transaction was entered into, were there 
financial statements, both balance sheets and operating statements, 
available to you ? 

Mr. Conway. Well, I was not there at that time. I did not come in 
until later on. 

Mr. Aten. After the trust was agreed to? 

Mr. Conway. Yes, untilafterward. 

Mr. Auten. Have there been balance sheets available to you since 
yu became involved in the corporation ? 

Mr. Conway. Oh, yes, sir. 

Mr. Auten. Could you tell us how much was taken on to the cor- 
porate books in the way of indebtedness or prior indebtedness of which 
you did not know at the time you became connected with the corpora- 
tions? 

Mr. Conway. Well, I think everything was on the books. In fact, 
I know everything was on the books. The only indebtedness that 
we did not know precisely, Mr. Allen, was the back taxes and that, of 
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course, you could not tell until the Internal Revenue made their 
audits and agreed on it. 

We did not actually know what these back taxes were precisely until 
last year for the ones from 1954 and until about 3 or 4 months ago 
for this last one. We knew approximately what they were going 
to be. 

Mr. Auten. At the outset of your connection with the corporations, 
was any amount carried on the books as a contingent or potential 
liability for taxes mad if so, how much was carried ? 

Mr. Conway. I do not recall. 

( Witness confers with his counsel.) 

Mr. Conway. I do not think it would because I do not think any- 
one—I know we had a Price Waterhouse audit. 

Mr. Auuen. Is it correct to say that you were aware that there was 
a liability the amount of which was not known and that there would 
be a liability added to the books ? 

Mr. Conway. I would say in the very beginning I was not quite 
sure just what the amount would be but in M: ay of last year, after 
going through with our tax counsel, they gave me a figure that they 
thought would be the maximum, and it a worked out very, very 
close to it. 

Mr. Auten. Was that the figure of approximately $8 million? 

Mr. Conway. Yes, sir. 

Mr. Auten. Were there any other liabilities added of which you 
did not know ? 

Mr. Conway. No, sir. 

Mr. Auten. Could you tell me whether the net worth of the cor- 
porations has changed since the amount of the taxes was determined ? 

Mr. Conway. I could not. Iam sorry we haven’t got our treasurer 
here. 

Mr. Zetenko. We are going to get him down here. You tell us as 
much as you know, sir. 

Mr. Conway. All right. 

Mr. Auten. Can you tell me if there were any dividends paid by 
the corporation ? 

Mr. Conway. No, sir. All the money, Mr. Allen, as I said before, 
that has been taken up to this month has been used to pay these back 
liabilities or debts and it is only from here on that we are going to 
have the money now to apply against the new building program other 
than the $1,800,000, approximately, which we paid to Bethlehem 
when we signed the contract. 

Mr. Aten. Do you know whether the net worth is more than when 
you first became affiliated with the corporation ? 

Mr. Conway. Yes; I would say “Yes.” 

Mr. ALLEN. I would suggest that whoever comes down to give 
further testimony have the exact information. 

Mr. Conway. Yes, sir. 

Mr. Auten. Thank you, Mr. Chairman. 

The Cratrman. You say Mr. Morse told you over the telephone. 
I want to read this to you. You are telling the board about this 
letter at this board meeting: 

Captain Conway described to the board a draft of a letter which he had 
prepared in reply to Mr. Morse’s letter, and said that Mr. Morse had telephoned 
him to say that a member of the Merchant Marine Committee of the House 
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of Representatives was insisting that there be no change in the original contract 
without there first being held a hearing before the committee. 

Mr. Conway. That is right. 

The CuHarrman. That statement is incorrect. The statement was 
if this contract is not carried out there will be an investigation by this 
committee. Iam the one that told Mr. Morse that. 

Mr. Conway. I did not get it that way. 

The CHatrman. Well, you got it wrong. There seems to be a 
whole lot of things wrong in this business. What reasons would 
this committee or I, as chairman, have to predict a hearing or have 
anything to do with the administration or the carrying out of this 
contract after we were assured by Justice and Mr. Morse in the hear- 
ings in March of last year that every possible means would be re- 
sorted to to see that this contract was fulfilled ? 

I told Mr. Morse that, if the contract was canceled, we would open 
up this entire matter. 

Mr. Conway. Mr. Bonner—— 

The Cuatrman. I do not like this statement at all. 

Mr. Conway. Well, Mr. Bonner, this refers to Mr. Morse’s letter 
of the 13th. 

The Cuatrman. Mr. Morse has discussed this with me and I 
brought in Mr. Allen and Mr. Tollefson and the staff, and I think 
Mr. Zelenko was there. There were 2 or 3 discussions. I think once 
he had a private discussion with me. I told him I would have no 
part of it. He and I had a discussion that I hope yet does not have 
to come out here, but I cannot let this go unch: illenged here. 

Mr. Conway. Well, Mr. Morse—— 

The Cuatrman. I just think your letter is a means of deceit. 

Mr. Conway. To which letter are you referring ? 

The Cuarrman. This letter that you say did not mean what it said, 
and I am shocked and surprised. 

Mr. Conway. I say the intent of that letter—— 

The Cuarrman. It just shocks and surprises me to know that from 
responsible people a letter like that would be written when you now 
say that you did not mean what you said in the letter and that the 
contract is going right along. 

Mr. Conway. I said the intent of the letter was to get a hearing. 

The CuatrmMan. Let me ask you this. Did you hope i in this hear- 
ing to get this matter back before the Department of Justice that 
Justice would then deal with you again like they dealt with you 
before? Was that in your mind { 4 

Mr. Conway. No, sir. 

The Cuarrman. They dealt very leniently with you previously. 

Mr. Conway. They did not deal with me, Mr. Bonner, no. 

The Cuarrman. Who suggested getting back to Justice with this 
matter ? 

Mr. Conway. Listen, I did not send a letter to Justice. Mr. Morse 
sent the letter to Justice. 

The CuHatrman. Mr. Morse said he is going to talk to Justice about 
it, but I think his testimony here was that he had not discussed this 
matter with Justice. 
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Mr. Conway. Mr. Morse sent that letter of April 15 to Justice. 
We sent it to Mr. Morse. 

The Cuarmman. That was written March 24. These are the min- 
utes of March 24. 

Mr. Conway. There was no letter written. We did not send it. 
That was a draft. 

Mr. Zevenxo. Those are the minutes of your board hearing. 

Mr. Conway. Isee. Yes, Mr. Bonner,on March 17. 

The Cuarman. He says in here, ‘To discuss the question with the 
Department of Justice to determine whether or not Justice was con- 
cerning itself.” 

Mr. Conway. Who said that? 

The Cuarrman. Somebody is writing in here. 

You say Mr. Morse. 


\T XN 


Captain Conway said that Mr. Morse had told him that he was planning to 
discuss the question with the Department of Justice to determine whether or not 
Justice was concerning itself with the question of the proposed new building 
prograin, 

Mr. Conway. Yes, yes. ‘That comes back. Yes. 

The CHatrman. I would think that Justice would be concerned. 
Mr. Conway. That is what he said, that he did want to diseuss it 
ith the Department of Justice. 

The Cuamman. Did he discuss it with them and write you later? 
Mr. Conway. I do not know. 

The CHarrmMan. Wait a minute. 

Mr. C‘onw LY. | do not know whethe r he did or not. 

The Crarrman. He did not write you any further as to whether 
he discussed this with Justice ? 

Mr. Conway. No, sir. He said he wanted to discuss it with the 
Department of Justice and with you people again. 

The Cuatrman. No; he did not say that. 

Mr. Conway. That is what Mr. Morse told me. 

The CuatrMan. You said this. Mr. Morse did not say this. You 
said this. 

Mr. Conway. Isaid what Morse said. 

The CrratrmMan. I understand. You are planning to discuss it with 
the Department of Justice. But he did not say any more about dis- 
cussing it with this committee after that? 

Mr. Conway. Yes; Morse told me that he was going to discuss it 
with the Department of Justice. 

The CrarrMan. Well, there was no understanding that there would 
be any hearing based on your letter. I do not know what to call it. 
It is the letter that you said was incorrect. It was only the statement 
that if you did not go through with this contract this whole matter 
would be reopened. Then we set this hearing, being advised that you 
had canceled the contract. Now you say you have not canceled it. 

Mr. Conway. No, sir. It was my understanding, Mr. Bonner—— 

The CnarrmMan. There have been some misunderstandings. 

Mr. Conway. That we had to go through with the full contract 
or that there would be a hearing of this committee. 

Mr. ZeLenko. Would the chairman yield a minute? 
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The Cuatrman. That is not what this says here. 

Mr. Conway. What does it say? Certainly. 

The CuarrMan. It does not say that. It says: 

Captain Conway said that Mr. Morse had told him that he was planning to 
discuss the question with the Department of Justice to determine whether or 
not Justic was concerning itself with the question of the proposed new building 
program. 

And it says: 

Captain Conway described to the board a draft of a letter which he had 
prepared in reply to Mr. Morse’s letter, and said that Mr. Morse had telephoned 
him to say that a member of the Merchant Marine Committee of the House of 
Representatives was insisting that there be no change in the original contract 
without there first— 

Mr. Conway. That is right. 

The CHarrMAn (continuing) : 
being held a hearing. 


Mr. Conway. That is right. 

The Cratrman. That is incorrect. 

Mr. Conway. That is my understanding. 

The Cuatrman. That is the part that disturbs me. That is incor- 
rect. What purpose would we have in holding a hearing until after 
we knew what had transpired ? 

Mr. Conway. Mr. Morse also told me that he was over to see you 
gentleman and that he asked to be released from his obligation so that 
he could deal with us and that he said to you that if you then do not 
agree with what he does, then you can have a hearing. 

The Cuarrman. That is right. 

Mr. Conway. But that is not what happened before that, Mr. 
Bonner. 

The Cuatrman. And we have no business of releasing him or cer- 
tainly I do not. 

Mr. Conway. That is not the way we got it before that. The way 
I understood it was that we either had to build the whole program or 
you have a hearing and Morse could not do anything other than that. 
That is the way I understood it from him. Now you have the big 
ship, whereas I said before you cannot get that so that we couldn’t 
move, we haveto getahearing. We had to. 

The CyarrmMan. Are there any further questions / 

Mr. Zetenko. Yes. 

The Carman. Let us move along. 

Mr. Zetenko. I would like to find out, and I would like to have you 
try to help us, when was it that you had this conversation with the 

yarty from Bethlehem Steel in which you told us that somebody in the 

Maritime Administration knew that this contract was not canceled? 

Mr. Conway. Mr. Zelenko, I would say it was either last Thursday 
or Friday. 

Mr. Zetenko. Last Thursday or Friday ? 

Mr. Conway. That is what I think it was. It was one day the lat- 
ter part of last week. 

Mr. ZeLeEnKo. That was when you heard of the conversation ? 

Mr. Conway. Yes, sir. 

Mr. ZrLENKO. That conversation had taken place obviously before 
the time you heard it ? 
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Mr. Conway. Asa matter of fact I was talking with this gentleman 
about the contract and he said, “I just hung up from Ruth Holmes.” 

Mr. ZeLEnKo. I see. You people were served in a lawsuit by the 
Department of Justice about Saturday or Friday, were you not? Was 
this conversation before you got served in a lawsuit or after? 

Mr. Conway. Iam sure that Mr. Morse knows that the shipbuilding 
contract was not canceled because 

The CuarrmMan. He could not have known, not from his conversa- 
tion with me. He knew in his conversation with me that it was 
canceled. 

Mr. ZeLeNKo. You tell us. 

Mr. Conway. June 13 is the date that we were served. 

Mr. ZELENKO. June 15 is what day? That was Friday. This con- 
versation took place either the same day or day before ? 

Mr. Conway. Yes, sir. 

Mr. ZeLtENKo. Would you say it was the day before? Did you 
make any notes or records ¢ 

Mr. Conway. No; IT haven’t any records. 

Mr. ZELENKO. You see, I am interested in finding out if there is a 

ossible collusive lawsuit here. If the Government or any part of it 
ones that this was not canceled and proceeded with a lawsuit knowing 
that the contract was not canceled possibly with a view to settling 
it up again like they did once before, we would like to know the fac ts. 
I do not say it took place, but we are very interested in knowing 
whether we are going to have the same routine all over again. Will 
you try to get me the date of that / 

Mr. Conway. I would like to get back to Mr. Morse and the ship- 
building contract. 

The Cuarrman. I think we have discussed that enough. 

Are there any further questions ? 

Mr. Cowen. I have one further question, sir. 

The CuarrMan. Will you get the date that you had the conversa- 
tion with the I: ot from Maritime? 

Mr. Conway. I did not have a conversation with the lady in Mari- 
time and they told her that the contract had not been canceled. 

Mr. Conway. He told her that the contract had not been canceled. 

Mr. Totterson. May I ask a question on that point ? 

Do you know whether they were talking about the contract to build 
the two small ships or the big one ? 

Mr. Conway. It is all one contract, Mr. Tollefson. 

Mr. Totiterson. When we are talking about cancellation of a con- 
tract, are you talking about the cancellation of the overall agreement to 
build 3 ships or are you talking about the contract to build the 2 
small ones ? 

Mr. Conway. Well, it is all one contract, so when you are talking 
about the shipbuilding contract, of course we are talking about the 
whole thing. 

Mr. 'Totterson. Have you a contract with Bethlehem for the big 
one ? 

Mr. Conway. Oh, yes. 

Mr. Totierson. I just wanted to get that in my own mind. 

Mr. Cowen. Captain, was Mr. Morse notified either verbally or by 
letter after April 15 as to the intent that was behind your letter of 
April 15? 
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Mr. Conway. I think Mr. Morse knew pretty well what the intent 
vas. As I say, we several times after that talked about going ahead 
with our two 24,000-ton ships. 

Mr. Cowen. He understood from conversation with you, then, and 
not from the body of your letter that you had no intent to cancel ? 

Mr. Conway. Well, certainly he knew that we wanted to go ahead 
with a part of this program. There is no question about that. 

Mr. Cowen. Well, a part of the program was just as you told Mr. 
Tollefson. It is all one contract, is 1t not ? 

Mr. Conway. Yes, but we wanted to go through and build the two 
46’s and defer the large one. 

Mr. Cowen. So it was a breach even if there had been deferment 
granted you. 

Mr. Conway. Well, of course there would be a modification. We 
could not do that without a modification. 

Mr. Cowen. Certainly, but the original contract gave no ground for 
any deferment on any part of the building. 

Mr. Conway. Oh, no. 

Mr. Cowen. Between April 15 and May 1, when this was trans- 
mitted to Justice did Mr. Morse know that there was no default, no 
cancellation ? 

Mr. Conway. Well, I certainly assume he knew because we kept on 
discussing 0: going ahead with these two 46,000 ton ships. 

Mr. Cowen. Well, was your conversation with him, Captain, afte 
you had suite dl the letter, that is, after April 15 or before 15 rela- 
tive to the understanding / 

Mr. Conway. We had conversations after the 15th. As I say even 
after he came back from this last meeting with Mr. Bonner, he told 
me he had just come back from that meeting and he said, “Now we can 
discuss the contract informally.” Te said, “Of course, I know you 
have to get your board of directors > approval on it and I want you to 
know that anything we ti uk about now I have to get the Department of 
Justice to approve i | 

We went on just talking about the two 46,000 tonners and deferring 
the big ship and he told me that he was going up to New England 
some place for a ar and that when he came back that I was then to 
come down to Washington and sit down and discuss this with him. 

Now, I called him on the Monday he came back and I told him that 
Mr. Zincke was up there and that Mr. Zincke said we are going to have 
this hearing and did he want to do anything more about my coming 
down. He said he did not know anything about a hearing and he 
would find out. So then he called me. I called him T guess it was 
on Tuesday. 

The Cnarrman. He must have known because he asked to be ex- 
cused that week to go to Newport. 

Mr. Conway. Well, he told me that he didn’t know anything about 
this hearing. 

The Cratrman. Now, we postponed the hearing to accommodate 
him. Ididthat myself. 

Mr. Conway. Well, that is what he told me. 

Then I called him on Tuesday and asked him what about it, and 
he said, “Yes, there was going to be a hearing then on the 17th” and 
there was no need for me to come down to discuss any more. 

The Cratrman. Are there further questions ? 
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Mr. ZeLtenKo. Do we have all the conversations pinned down, Mr. 
Cowen? I want to know whether counsel has pinned down these con- 
versations that you say you had with Mr. Morse from April 15 on, 
either before or after, in which you say he knew the intent of your 
letter which you say did not mean what it said. Tell us those conversa- 
tions in which you say Mr. Morse knew the intent of your letter. That 
is what I want to hear. 

Mr. Conway. I say Mr. Morse knew that we wished to go ahead 
with the building of two of these ships and he felt the same way. 

He wanted to see us go ahead with the two ships. 

Mr. ZeLENKO. You say that he knew that your letter did not mean 
what it said. 

The CuarrMan. We have been over that. 

Mr. Zevenko. I want to know when because we may or may not, 
with the chairman’s consent, have Mr. Morse back here. 

Mr. Conway. Mr. Morse knew that we wanted to go ahead, Mr. 
Zelenko, and build these ships and he knew that we could not do any- 
thing unless we had a hearing. 

Mr. ZELENKO. I am interested in the intent of the letter, the thing 
that you told us does not mean what it says. 

Did you go over that with him and explain to him? 

Mr. Conway. I sent the letter down to him. 

Mr. ZELENKO. In advance? 

Mr. Conway. Yes, sir. 

Mr. ZeLenko. And you discussed it with him ? 

Mr. Conway. He had the letter shown. I sent it on the second, I 
think it was, of April. 

Mr. ZeLtenko. You say at that time he knew that you had not 
canceled. 

Mr. Conway. Yes. 

Mr. ZeLteNKo. And that you were not going to cancel ? 

Mr. Conway. Yes. 

Mr. ZeLenko. O.K. 

The Cuatrman. Thank you, gentlemen. 

Mr. Conway. Thank you, sir. 

Mr. Cunningham ? 

Mr. CUNNINGHAM. Mr. Ray of the Grace Bank. 

The CHarrman. Mr. Ray, will you be sworn. Will you swear the 
evidence you will give in this case will be the truth, the whole truth 


and nothing “6 the truth, so help you God ? 
Mr. Ray. I do. 


TESTIMONY OF E. TINSLEY RAY, VICE PRESIDENT AND TRUST 
OFFICER, GRACE NATIONAL BANK, NEW YORK CITY; ACCOM- 
PANIED BY CHARLES S. CUNNINGHAM, COUNSEL—Resumed 


Mr. Ray. My name is E. Tinsley Ray. I am vice president and 
trust officer of Grace National Bank of New York. 

The CHairMan. Do you have any general statement ? 

Mr. Ray. No, sir; I have not prepared a statement. 

The CHatrMAN. Does counsel have any questions to ask ? 

Mr. Cowen. Mr. Ray, you are an attorney, are you not, sir? 


Mr. Ray. Yes, lam. 
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Mr. Cowen. And you have been trust officer for Grace ? 

Mr. Ray. For 61% years. 

Mr. Cowen. And you were present when Grace entered into this 
agreement with the Onassis interests? 

Mr. Ray. The trust agreement, Mr. Cowen ? 

Mr. Cowen. Yes. 

Mr. Ray. Yes, sir. 

Mr. Cowen. Did you, as an official and as trust officer of the bank, 

ir, participate in the drafting of the trust agreement ? 

Mr. Ray. I did, Mr. Cowen. 

Mr. Cowen. And who assisted in the preparation, sir? 

Mr. Ray. The law firm of Kirlin, Campbell & Keating of New 
York were counsel for the bank as trustee in negotiating that agree- 
ment and Mr. Arnold Tulp of that firm and Mr. Charles Cunningham 
worked with us on that. 

Mr. Cowen. Now, at a date subsequent to the trust agreement being 
entered into, were you requested by Mr. Morse or by officials from 
Maritime to have Mr. Onassis enter into a revocation agreement ? 

Mr. Ray. Iam not clear to the question, Mr. Cowen. 

Mr. Cowen. Well, sir, the original trust, of course, Mr. Onassis as 
grantor signed and then subsequently thereto on May 9, 1957, Mr. 
Onassis signed a consent and waiver trust agreement dated as of 
August 10, 1956, between Aristoteles S. Onassis and the Grace Na- 
tional Bank of New York. It was a subsequent document signed by 
Mr. Onassis. 

Mr. Ray. Yes, that is one of the documents I gave to Mr. Zincke. 
I have a copy here, yes. 

Mr. Cowen. What does that purport to do, sir! 

Mr. Ray. As I recall the history of this document of May 9, 1957, 
it was something that was requested by Maritime as an incident to 
approval of this transfer and build program. 

The trust agreement itself contains certain provisions regarding 
revocation. Thet rust, basically, is Irrevocable. 

Article 12 of the trust agreement provides that the trust shall be 
irrevocable. Does the committee have copies of the trust agreement ? 

Mr. ZeELtENKO. We had them last year. 

Mr. Ray. I see. The trust is declared to be irrevocable, provided, 
however, that the grantor reserves the right to amend, alter, or re- 
voke at any time after 5 years from its date which was August 10, 
1956, provided that at such time after the expiration of 5 years the 
trust property does not include the stock of any corporation owning 
a vessel and of which corporation the trust property ever included a 
majority of the stock. 

That was a tricky provision to word, and then the other alterna- 
tive- 

Mr. ZetenKo. Is the word you used “tricky?” Is that what you 
said ? 

Mr. Ray. That is what I said, Mr. Zelenko. 

The CrHatrmMan. Let the witness go ahead. 

Mr. Ray. May I substitute the word “difficult.” The other al- 
ternative was that if the grantor should become a citizen or the Mari- 
time Administrator should consent, then there might be revocation. 
So the purpose, as I understood it, for Maritime’s request for this, 
what they call consent and waiver of May 9, 1957, was to further re- 








his 


nk, 


ew 
ee _ 
am 


ng 
om 


rRADE-OUT AND BUILD ACTIVITIES OF ONASSIS COMPANIES 139 


strict any revocation rights that might have existed under the original 
agreement. , 

Mr. Cowen. Actually, does it strengthen the trust agreement, in 
your opinion, sir? 

Mr. Ray. I note, of course, Mr. Cowen, that the consent and waiver 
is not executed with the formality required for deeds in the State 
of New York which was the requirement provided for in article 13 
of the trust agreement but article 13 provides for the irrevocable 
release of any power in the trust agreement. 

This consent and waiver of May 9, 1957, in my opinion does not 
constitute an irrevocable release. It constitutes an agreement ac- 
tually between the grantor and the bank that he will refrain under 
certain conditions from exercising his power to revoke and I would 
certainly consider it binding from our point of view. 

Mr. Cowen. Binding, sir, as a paper writing ? 

Mr. Ray. Binding on the bank, Mr. Cowen. That would be my 
position that I would take. Binding on him so that the bank would 
not permit revocation in violation of the terms of that agreement. 

Mr. Cowen. In your opinion, are there any circumstances under 
which the grantor could revoke the trust so as to impair any con- 
tracts between the trust and the Maritime Administration ? 

Mr. Ray. May I have that question again ? 

Mr. Cowen. Yes. In your opinion, are there any circumstances 
under which the grantor could revoke the trust so as to impair any 
contracts between the trust and the Maritime Administration ? 

Mr. Ray. Yes, I think there would be. I think that a revocation 
of the trust which resulted in the breach of this transfer and build 
program would be prohibited by this document of May 9, 1957, if I 
understood your question. 

Mr. Cowen. No, sir. The original trust. 

Mr. Ray. Oh. Under the terms of the original trust instrument 
the only conditions under which it could be revoked would be, No. 1, a 
lapse of a minimum period of 5 years; No. 2, a divesting by the 
trustee of all of the stock of any corporation owning ships so that 
you would have to be left with a trust corpus that did not include 
any of this. 

Mr. Zetenxo. Would counsel yield? Did you not forget another 
one ? 

Mr. Ray. Citizenship of the grantor. 

Mr. ZetenKo. Did you not forget another one? You drew the 
papers. There is another one. He could revoke it at any time. 

Mr. Ray. I mentioned it. 

May I have the testimony read back ? 

Three minutes ago I said that. 

Mr. Ze_enxo. Under that clause, if the Maritime Administration 
gives him an O. K. he can revoke the trust at any time. 

Mr. Ray. That is what the document says. 

Mr. ZetenKo. That is the document you drew or helped to draw, 
isthat right? You helped to draw this document ? 

Mr. Ray. Yes,sir. J represented the bank. 

Mr. ZeLENKO. I just wanted to know. That is another provision 
for revocation that at any time the Maritime Administrator can send 
Mr. Onassis a note and it says, “Look, it is all right,” and that is 
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the end of the trust. That would be a method of revocation, too, 
would it not? 

Mr. Ray. That is correct, sir. 

Mr. Zevenxo. All right. 

Mr. Cowen. Is it a policy of your bank, sir, when a grantor has 
set up a trust with your bank, to call in the grantor upon every action 
that you take relative to the trust or the funds set up therein? 

Mr. Ray. No, sir, not in all cases. There are many occasions, how- 
ever, in our various trusts, where we find it proper to discuss trust 
matters with the grantor, the life tenant, the remainderman, all in- 
terested parties, although in some cases legally we may not be required 
to do so. 

Mr. Cowen. I note that seemingly whenever Mr. Onassis was in 
this country he was always called in to or invited into the board of 
directors meetings of the corporation. Now, was the reason behind 
that fact that he had been the grantor of the trust that was set up 
for a specific purpose or what was the reason ¢ 

Mr. Ray. Of course, that was a matter for the board of directors 
and management. The trustee felt that it was entirely proper for 
the board of directors and management to invite him to attend meet- 
ings when he was here which was not on very many occasions. 

1 would say that that was not unusual from a trust point of view. 

Mr. Cowen. Well, was it customary or necessary for you to get 
in touch with Mr. Onassis before taking any action relative to the 
trust ¢ 

Mr. Ray. No, sir. 

Mr. Cowen. Did you have occasion to do so, sir? 

Mr. Ray. No, sir. 

Mr. Cowen. I will put it this way, sir. Have you ever contacted 
Mr. Onassis relative to action to be taken by you as trust officer 
for that specific trust ? 

Mr. Ray. No, sir. 

Mr. Cowen. You attended the board meetings and acted as secre- 
tary, did you not? 

Mr. Ray. Yes, sir. 

Mr. Cowen. At those meetings were the fiscal affairs of the Alex- 
ander S. Onassis Corp. or the Victory Carriers Corp. discussed in 
front of Mr. Onassis or did he take any part in such discussion ? 

Mr. Ray. At such meetings as he attended, my recollection is that 
he may have been there for part of the meeting or he may have been 
there for all of a meeting. 

At these monthly meetings, the fiscal affairs of both companies 
were thoroughly discussed among the directors. I might just ob- 
serve, if I may, that in my opinion this is a working board of di- 
rectors. 

Mr. Cowen. But the three specific meetings that we know he at- 
tended, at those meetings the question arose or the problem arose 
relative to whether to build or not to build? 

Mr. Ray. Yes, sir. 

Mr. Cowen. So other than this problem arising, what problems did 
the board of directors face other than that, sir, in the normal course 
of their business ? 

Mr. Ray. Oh, we have had many problems. I say “we.” The 
board has had. We had a disaster last spring. One of our ships 
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was involved in a collision and the board spent many hours discussing 
that case and the settlement of the insurance claim, that kind of 
thing. 

I think a review of the minutes which we furnished you would in- 
dicate that there was always something to be discussed. 

Mr. Cowen. At the time your bank became trustee for this fund, 
were you aware, sir, of the amount of taxes due and owing by these 
companies or corporations which have since been dissolvec 1 or which 
were in fact dissolved at that time ? 

Mr. Ray. I was informed that there were very substantial tax de- 
ficiencies being claimed by Internal Revenue. 

I did not know and I do not think anyone knew the amount but 
we knew they were very ciea antial and would have to be liquidated, 
and it was some time thereafter that a settlement was entered into 
with Internal Revenue and the taxes were paid. 

Mr. Cowen. Did you have knowledge at that time, sir, of the fact 
of the $7 million penalty that had to be paid out of these funds? 

Mr. Ray. Yes, sir. Yes, indeed, and in our discussions with the 
Department of Justice in connection with this trust agreement that 
was made known to me very early in the proceedings. 

Mr. Cowen. In other words, at the time of the setting up of the 
trust Justice notified you that the amount of this penalty, $7 million, 
would have to be paid out of these funds ? 

Mr. Ray. That is correct. 

Mr. Cowen. And were you notified by Justice or the Internal 
Revenue people of the tax arrears ? 

Mr. Ray. By the Internal Revenue people? I recall having a 
conference with the Federal tax examiner very early in the game 
in which he told me of these claimed tax deficiencies. 

Mr. Cowen. What is the remuneration that your bank is paid for 
the handling of this? 

Mr. Ray. The remuneration is spelled out in a letter, of which I 
gave Mr. Zincke a copy, which provided for, in the first year which 
included the preparation of the trust instrument and so on, a fee of 
$75,000, a flat fee of $75,000 and a commission of $50,000 per year 
thereafter, with a proviso that in the event of extraordinary services 
having been performed during any particular year, the trustee had 
the right to ask the grantor for some reasonable additional com- 
pensation. I believe you have that letter. 

Mr. Cowen. Yes, sir. In other words, then, your specific fee was 
set out and then if further services became necenmasy by agreement 
with the grantor, you were granted additional funds? 

Mr. Ray. We had the right to request additional funds, yes, sir. 

Mr. Zetenko. Will counsel yield ? 

Mr. Cowen. Yes. 

Mr. Zetenko. Then whatever the trust gets depends on Mr. 
Onassis ¢ 

Mr. Ray. No. 

Mr. ZeLenko. Whatever extra money you want, you have to go to 
him for it? 

Mr. Ray. If any services are performed beyond the fee, we have 
to go to him. 
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Mr. Zevenko. If you, and I mean the Grace National Bank work 
harder you have to go to Mr. Onassis and say, “We did a little extra 
work,” and say how much. Would you do it ? 

Mr. Ray. I would not do that unless I felt it was entirely justified. 

Mr. Zetenko. I would not say you would not think it was justified. 
If he says “no,” you do not get the money ? 

Mr. Ray. That is correct. 

Mr. ZeLenxKo. If he says “Yes,” you do get the money ? 

Mr. Ray. That is correct. 

Mr. ZeLenKo. In other words, he is in a way controlling the re- 
muneration of the trustee, is he not ? 

Mr. Ray. No, sir. 

Mr. ZeLENKO. Now explain it. I tried to get it in simple language. 
Perhaps you can give it to me better. 

Mr. Ray. I think the letter of compensation speaks for itself. 

Mr. Zetenko. Then let us see what it says, sir. 

Mr. Ray. Mr. Zincke has it. 

Mr. Zetenko. I know what it says. Pardon me if I seem intense. 
It isthe way Lask questions. There is nothing personal. 

Mr. Ray. Yes,sir. I understand that. 

Mr. ZeLtenko. This was a little bit unusual, was it not, in drawing 
this trust to have the remuneration of the trustee depend in some 
wavy upon the grantor ? 

Mr. Ray. I think I can give the history of it. Maybe that will 
help explain it. 

Mr. Zetenko. May Lask, is it a little unusual ? 

Mr. Ray. No; I do not think it is unusual to have a fee arrange- 
ment whereby there is a basic fee with a provision for possible addi- 
tional compensation in the event of additional services. If I gave 
you the background of this, I think it might help. 

Mr. ZeLenko. I am familiar with it and I may explore that a little 
later with you. I want to go on with the remuneration. 

Mr. Ray. Yes, sir. 

Mr..ZeLenko. Ordinarily trustees get paid by submitting requests 
toa court and applying for fees, do they not ? 

Mr. Ray. Only in what are called court trusts, Mr. Zelenko, not in 
voluntary trusts. This is a living trust. It would only be in a court 
trust where you would apply to the court. 

Mr. Zetenxo. You are acknowledged as one of the finest trust 
draftsmen in America. I know that. May I then ask you this? 

Mr. Ray. Yes, sir. 

Mr. Zetenxo. Ordinarily in a living trust the trustees go to the 
corpus of the trust for the moneys for their remuneration. Isn't 
that so? 

Mr. Ray. Either income or principal. In New York State it is half 
and half unless you provide otherwise. 

Mr. Zevtenxo. All right. Now, this as you said was supposed to be 
an irrevocable trust. You said basically. 

Mr. Ray. Yes, sir. 

Mr. Zevenko. And that means, basically, that Mr. Onassis gave up 
all his right, title, and interest in these ships and turned it over to a 
trust for the benefit of his children and the word “irrevoe ably” means 
that you cannot get it back; is that right ? 

Mr. Ray. It meant that he turned over three-quarters of the stock 
of the companies to the trust ; yes, sir. 
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Mr. ZELENKO. Whatever he turned over. 

Mr. a Yes, sir. 

Mr. ZevenKo. He was not supposed to be able to get it back. That 
is what “irrevocable” means, does it not 4 

Mr. Ray. That is correct. 

Mr. ZeLeEnKo. Now, talking about the matter of control, would you 
say it is fair to say that a person who controls in some way the purse 
strings of an operation controls the operation generally ? 

Mr. Ray. I think the answer to that depends in part on with whom 
he is dealing, Mr. Zelenko. I think character comes into this, too. 

Mr. Zetenxo. I am not saying that a request for additional com- 
pensation would not be justified. 

Mr. Ray. Yes, sir. 

Mr. ZeLtenKko. From your standpoint but, generally, in the every- 
day business world, the person who controls the purse strings usually 
controls the operation, does he not ? 

Mr. Ray. I think that depends on cases. It frequently so happens; 
yes, sir. I would not like to think that that was the universal rule. 

Mr. ZELENKO. Well, it is the general rule. 

Mr. Ray. Perhaps it is a general rule; yes, sir. 

Mr. Zectenxo. Here in this trust, Mr. Onassis can control part of 
your remuneration and I will assume it is justified when you request 
it. Is that right? 

Mr. Ray. He can control part of the remuneration if it is requested ; 
yes, sir. 

Mr. Zetenko. Would that not show that he has a measure of con- 
trol over the trust ? 

Mr. Ray. No, sir. 

Mr. ZetenKko. Well, can you tell me logically, having heard your 
first answer, why it does not follow that in controlling the purse 
strings he would not control the trust if your remuner ation depends 
on him? 

Mr. Ray. Speaking for myself, I think I can answer that, Mr. 
Zelenko. If you are seeking to draw an inference that we would do 
anything in relation to this trust which we did not. believe the right 
thing so that we could get more money from it, the answer is defi- 
nitely “No.” 

Mr. ZetenKxo. You constantly keep going back to the point where 
you think that I infer that any actions of the trust were unjustified. 
Mr. Ray. I am sorry, if I have drawn the wrong construction. 

Mr. ZeLeNKo. I am not referring to that. Assuming that you have 
done your work you have to go to the man with the money. That 
is a measure of control, is it not? The man with the money does 
have some measure of control on your actions ? 

Mr. Ray. Not control over the trust. Control over the amount of 
remuneration: yes. 

Mr. Ze.enko. In other words, he pays, does he not ? 

Mr. Ray. Yes, sir. 

Mr. Zetenko. And that is control in a way, is it not? 

Mr. Ray. Not over the trust, only over the amount of commission. 

Mr. ZeLENKO. Well, have you applied for additional commissions ? 

Mr. Ray. Yes; we did the first year. We found it necessary to. 

Mr. ZeteNKo. How much additional did you get? 

Mr. Ray. $15,000. 
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Mr. Zetenxo. All right. Have you done extra work this year? 

Mr. Ray. I think we are doing extra work right now; yes, sir. 

Mr. Zetenxo. And you are going to be paid for it, are you not 

Mr. Ray. I expect to apply, yes, sir. 

Mr. ZeLenxo. Even for your testimony here and your work here, 
you intend to turn around to the man that is sitting in the bac k and 
say, “We are doing extra work. We want some extra money.” That 
would be a proper intention, would it not? 

Mr. Ray. I believe it would, sir, yes. This is what I call extraordi- 
nary service. 

Mr. ZeLenKo. Let me ask you this. Those funds, this extra money 
comes from him not from the trust fund; is that right ? 

Mr. Ray. The trust agreement provides that the commission shall 
come from the trust fund primarily but, if there is no money in the 
trust fund, the grantor will make noninterest-bearing loans to the trust 
fund with which the trustee may be paid. 

Mr. Zecenko. In other words, if you do not have the money you 
have a deal with him and I say “de al’ not in any sense other than the 
fact that it is a contract, that he is supposed to lend you money or give 
you money for extra work. 

Mr. Ray. That is what the trust instrument provides; yes, sir. 

Mr. ZeLENKOo. Suppose it comes about that he does not want to 
give you the money. Will you do the extra work / 

Mr. Ray. Well, I hate to have him hear this, but yes, sir, of course, 
we would. 

Mr. Ze_enko. Would you do the work anyway ? 

Mr. Ray. Indeed we will do a conscientious job under any cireum- 
stances. 

Mr. Zetenxo. Let me ask you this, sir. Just getting back to one 
thing, will you admit, then, that his interest in this particular remuner- 
ation contract does signify some measure of control ? 

Mr. Ray. Not over our actions as trustee, sir. 

Mr. Zetenko. But you have your payment / 

Mr. Ray. Have a part of the payment. 

Mr. Zetenxo. And you speak for the bank. The bank will do any 
amount of work here even if they do not get paid for the extra work? 

Mr. Ray. We will do whatever is necessary to run a good trust; 
yes, sir. 

Mr. Zevenko. That goes for any amount of work you may be 
called upon to do? 

Mr. Ray. That has been our practice in the trust business; yes, sir. 

Mr. ZeLenxko. Very well. Now, this particular agreement does not 
appear in the trust, does it ; in the trust itself ? 

Mr. Ray. No, sir. As frequently occurs in the drawing of trust 
instruments, the matter of compensation is left for separate agreement. 
Many of our trust instruments are so drawn. 

Mr. ZELENKO. It does not appear in the agreement ? 

Mr. Ray. No,sir. 

Mr. ZeLeENKo. Now, was there any particular reason for leaving 
it out of the trust agreement ? 

Mr. Ray. I think, from a practical point of view, it was because there 
was a deadline on having the trust agreement ready and the matter 
of remuneration had not been settled at the time that all of the 
lawyers were working over the language of this. This trust agree- 
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ment had to be completed and approved by Government officials. I 
think the time element was the reason that the compensation was 
not negotiated and spelled out in the trust instrument. 

Mr. ZeLENKO. Your answer interests me for this reason. You drew 
the trust agreement and you spoke in the trust agreement about cer- 
tin remuneration from Mr. Onassis, but you had not agreed with Mr. 
Onassis on what that remuneration might be or what form it would 
take up to 7 time that the trust agreement was completed ? 

Mr. Ray. I do not think it had been finally determined at that 
time. 

Mr. ZeLeENKo. Because you said you had to rush the trust agree- 
ment for some reason. It had to be finished. 

Mr. Ray. Yes, and there were several people involved in the prep- 
aration of the trust agreement, whereas the matter of remuneration 
was basically between the bank and the grantor: but, of course, the re- 
muneration letter was furnished to Justice as soon as it was agreed 
upon. 

Mr. Zetenko. That was after the trust agreement was signed ? 

Mr. Ray. No: I think it was before. 

Mr. Zetenko. You just told us that the reason you did not incor- 
porate these few lines of payment or any payment due from Mr. 
Onassis, the reason you did not incorporate it in the trust, was that 
you had not dec ‘ided yet what it was to be: and that is why, because 
of time you completed the trust agreement and after that was com- 
pleted, you then went ahead with him and worked out the terms. 
Now you say that the Department of Justice had a copy of those terms 
or that letter before the trust agreement was completed. 

Mr. Ray. Yes: lamsure of it. 

Mr. Zetenxo. Then why was it not put into the trust agreement ? 

Mr. Ray. Because the trust agreement was the result of the work of 
quite a large number of people, including attorneys for the Depart- 
ment of Justice and the matter of compensation was something to be 
worked out between the grantor and the trustee and a copy furnished 
to Justice. 

Mr. Zetenko. That is what I am talking about. 

Mr. Ray. It is a matter of mechanics, Mr. Zelenko, and this had to 
go to the printer and be proofread several times. 

Mr. ZetenKo. Did you show it to the Department of Justice before 
it was printed finally by the printer, this trust itself? Did they 
proofread it ? 

Mr. Ray. As I recall the several drafts went down as they were 
being produced. 

Mr. ZeLenKo. Before it was finally printed did the Department of 
Justice have a copy of this letter with the remuneration all agreed 
upon? You just told us that. 

Mr. Ray. Lam quite sure of that. 

Mr. ZELENKO. It is a shorter letter, is it not? 

Mr. Ray. I am sure they did have. I would have to check my file, 
however. ; 

Mr. ZELENKO. W hat you told us a moment ago when you said, “We 
could not put it in the trust because we had not agreed upon it yet, 
was ine 7 was it not? 

Mr. Ray. I do not recall. 
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Mr. Zetenxo. You just told us a minute ago that the reason that 
you did not put this agreement with Mr. Onassis about the remuner- 
ation in the trust was that you had not agreed upon it in time to get 
this trust all drawn up. Now you tell us that the Department “of 
Justice had a copy of your agreement before it went to the printer, 
I want to know which is the fact, not the mechanics. Which is the 
fact ? 

Mr. Ray. It is a matter of mechanics, Mr. Zelenko. This trust in- 
strument went through several printer's proofs and the printer’s proofs 
began to go to Justice quite some aly 3 sal August 10, 1956, when 
the final document was disc ussed. Rather than stop these proofs as 
they were proceeding and insert in there a provision about, compensa- 
tion, we thought it simpler to have a separate letter which is quite 
customary 1n the trust business. 

Mr. Zetenxo. But you just told me that you had not agreed with 
him by that time as to what the remuner: ition would be. That is 
what I am trying to find out. 

Mr. Ray. No. By the time this was signed, we certainly had agreed 
but we had not agreed when the lawyers started drafting the trust 
instrument and putting it into proof. 

Mr. Zectenxo. This whole deal involved about $50 million or more 
in ships 1 in the prospec tive program and you say that for a few dollars 
of printer’s time to adjust the proof that was the reason or was it the 
reason that you did not put the letter in? It only would involve a 
few dollars. 

Mr. Ray. We generally do not put it into trust instruments and 
this followed the “usual course, and I have given you my reason why 
I think it is easier to do it the other way ‘without any prejudice to 
any party. 

Mr. ZetenKo. Now, your answer is that you gener rally do it and 
what you told us before about not being ready in time or anything is 
all incorrect ? 

Mr. Ray. No, sir. I do not want to seem argumentative but I 
started my statement on this subject by saying it is the general practice 
in the trust business not to spell it out in the trust instrument. That 
was my first statement. 

Then I attempted to give you my own personal reason for following 
that practice. 

Mr. ZetenKo. When were you first brought into the picture of 
drawing this trust, Mr. Ray ? 

Mr. Ray. The first I ever heard of this situation, and then it was not 
by name, was early in January of 1956. 

I was attending a meeting of my trust and estate law committee of 
the New York State B: unkers Association of which I was chairman, 
and a member of my committee, a Mr. Fred Ohmes, vice president of 
the National City Bank, asked me if the Grace National Bank, in 
view of its relationship to ba shipping field, would be interested in a 
trust involving tankers. I said that we certainly would be. He did 
not identify it at that time. 

At that time I believe the National City Bank was considering 
accepting the trust themselves. Some 2 or 3 weeks later, Mr. Ohmes 
telenhoned me and said that the National City Bank, because of the 
conflict of interest 
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Mr. ZeLENKo. I donot want to interrupt. 

Mr. Ray. Is it too long a story ? 

The Cuarman. Let us get this trust business straightened out. 

Mr. Ray. I am sorry. That was early in January where Mr. 
Ohmes—— 

Mr. ZeLeENKo. I will take for granted what you are saying. I do 
not want the detail. You got into the picture ? 

Mr. Ray. Yes, sir. 

Mr. ZELENKO. With whom did you sit down to draw the trust ? 

Mr. Ray. With Ross of Breed, Abbott, and Morgan. 

Mr. ZELENKO. Who was he? 

Mr. Ray. Representing the grantor. 

Mr. ZELENKO. Representing Mr. Onassis / 

Mr. Ray. And Mr. Tulp and Mr. Cunningham of Kirlin, Campbell, 
and Keating, representing the bank as trustee. 

Mr. ZeLtenko. Who else ? 

Mr. Ray. I think Mr. Bailen did some work on it, Mr. Lincoln, 
whose name has been mentioned here, and an associate of Mr. Ross. 

Mr. Ze.enKo. I do not have to go into all the details. Did the 
Department of Justice sit down with you? 

Mr. Ray. Conferences were held with the Department of Justice 
in Washington with proofs, yes. 

Mr, Ze.enKo. Who in the Department of Justice sat down with 
you! 

Mr. Ray. Mr. Patrick Cooney. 

Mr. ZeLenKo. Who else? 

Mr. Ray. I think he is the only one that we dealt with directly, 
and then I met Mr. Doub toward the end. 

Mr. ZELENKO. Did he work on it? 

Mr. Ray. I didn’t know whether he was working on it or not. He 
discussed it with us. I don’t know whether he did any office work 
on it. Let me say that. 

Mr. ZeLENKO. Now, this trust was supposed to be irrevocable, as 
you say, basically / 

Mr. Ray. Yes, sir. 

Mr. ZELENKO. It was supposed to basically take away the right, 
title, and interest in certain ships and rights of Mr. Onassis? 

Mr. Ray. Yes, sir. 

Mr. Zetenko. And the purpose of that was for the Department of 
Justice to make sure that this trust would be in American citizenship 
control 4 

Mr. Ray. So I understood, sir. 

Mr. Ze_tenKko. That was the basis on which you were to draw the 
trust / 

Mr. Ray. That was the basis upon which the trust was drawn, 
I understood, yes. 

Mr. Zetenko. And in the drawing of this trust was that predomi- 
nant factor, that is, the trust was supposed to be in American citizen- 
ship hands and it was sunposed to be irrevocable so that Mr. Onassis 
who is not a citizen could not get it back. That is basically what it 
was supposed to be. 

Mr. Ray. So IT have always understood, sir. 
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Mr. ZeLenxko. Tell me then what about this provision that the 
Maritime Administrator could at any time call off the trust. That 
is in plain language one of the provisions. Who thought that up? 
How did that come about ¢ 

Mr. Ray. Certainly the Grace Bank did not think it up. I know 
that of my own knowledge. 

Mr. ZeLenko. Where did you get that from / 

Mr. Ray. That was a matter of governmental policy and just what 
individual inserted that provision I do not know. 

Mr. Zetenko. You were dealing with Mr. Cooney ? 

Mr. Ray. That is right. 

Mr. Zetenko. Did he suggest that go in / 

Mr. Ray. He may have. I don’t recall. 

Mr. Zevenko. In other words, it was not from your side that it 
came. Your best recollection is that that came from the Govern- 
ment’s side. 

Mr. Ray. Yes. I know it did not come from our side; I was not 
in all conferences on this, either. 

Mr. Zetenko. Now there is another provision. If he did get such 
a letter or consent, that would be the end of the trust and that would 
be your revocation if such a letter was forthcoming under the terms 
of the trust or such a consent / 

Mr. Ray. Under article 12, yes. 

Mr. Zetenxo. If he got that letter at any time he would get every 
thing back if such a letter came to him, or such consent ? 

Mr. Ray. Well, I am afraid I can’t speak for the Government 
on that, sir. 

Mr. ZeELENKO. I am saying if that occurred. 

Mr. Ray. I can only refer to the provision of the trust. This 
would apply only as I understood it and understand it to the corpus 
of the trust, not to any accumulated income. 

Mr. Zetenko. The trust would be over. It would be revoked if at 
any time a Maritime Administrator the day it was signed wrote a 
letter to Mr. Onassis and said, “I consent that this thing be ended.” 
According to what you drew that is what it says, is it not ? 

Mr. Ray. I did not draw that portion of it. As a matter of trust 
law, if that is the interpretation and I assume it is the proper inter- 
pretation, if he would receive the consent of the Maritime Adminis- 
trator to amendment, alteration, or revocation, he could revoke the 
trust and could receive back the principal of the trust, yes, but not 
the accumulated income. 

Mr. Zetenxo. At that point there would be no more trust if such 
a thing took place. 

Mr. Ray. That is correct. 

Mr. ZeteNKo. I see. Now you have another provision in there 
that you spoke something about that at the end of 5 years some revoca- 
tion could take place. What does that provision say / 

Mr. Ray. That provision says that 

This agreement and the trust hereby created are hereby declared to be 
irrevocable: Provided, however, That the grantor shall have and does hereby 
reserve at his sole discretion the right to amend, alter, or revoke in whole or 
in part, this agreement and the trust hereby created (i) at any time after the 
lapse of 5 years from the date hereof, provided that at such time the trust 
property does not include any stock of any corporation which owns a vessel or 
vessels or any interest therein, documented under the laws of the United States, 
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and of which corporation the trust property included at any time, directly or 
indirectly, a majority of the stock * * 

Or, (2) if he becomes a citizen or receives the consent. 

Mr. ZetenKo. One of the provisions there is that if this man be- 
comes a citizen then the trust is at an end, right ? 

Mr. Ray. That is correct, sir. 

Mr. Zetenxo. Let us go into seeing whether we can understand 
this first one to see if I got it right. At the end of 5 years if there 
are no ships that are documented American; that is, American-flag 
ships in the trust. 

Mr. Ray. Any stock of any ships of any companies. 

Mr. Zetenko. Any stock of any ships and that means if you have 
any ships. 

Mr. Ray. No, the trust does not own any ships, sir. 

Mr. Zetenko. If they own stock in a company that owns American 
ships that would be like Victory Carriers ? 

Mr. Ray. That is correct. 

Mr. Zetenko. Because the trust does not own ships. It only gets 
the income from them. 

Mr. Ray. It owns stock in the corporations owning ships; yes, sir. 

Mr. ZeELENKO. So that at the end of 5 years if the trust has stock in 
Victory Carriers and Victory Carriers does not have any ships under 
American flag, then the trust can be revoked. That is what it means. 

Mr. Ray. May I have that question repeated ? 

Mr. ZeLenko. I will repeat it. If at the end of 5 years, that is in 
1961, that is 5 vears from the date of the trust. 

Mr. Ray. Yes, sir. 

Mr. ZeLenko. If Victory Carriers do not own any ships under the 
American flag then this trust can be revoked. 

Mr. Ray. May I rephrase that to see if I understand it ? 

Mr. ZELENKO. Yes. 

Mr. Ray. If after this 5-year period the trust owns no stock of any 
corporation owning American documented vessels could he revoke? 
Is that your question ? 

Mr. ZeLenko. Yes. 

Mr. Ray. I think that is where this letter of May 9, 1957, comes into 
play. 

Mr. Zetenxko. I do not want to come to that. I want to go into the 
trust as you drew it last year. 

Mr. Ray. In my opinion, no, he could not. 

Mr. ZeLenkKo. No, he could not ? 

Mr. Ray. He could not revoke. 

Mr. ZELENKO. I am not going into this letter of May 9. I am going 
into the trust as you drew it. 

Mr. Ray. Not as I drew it, sir. 

Mr. ZeLenko, As it was drawn by all of you people. 

Mr. Ray. Yes, sir. 

Mr. ZeLeENKO, At the end of 5 years they own stock in a company and 
the company has no American flagships. Then he could revoke the 
trust. That is the way it was drawn. 

(The witness conferred with his counsel) 

Mr. Ray. If 1 understand your question, again I want to be sure I 
understand it because it is an important question. 

Mr. ZeLen«Ko. I just want to know what that means. 
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Mr. Ray. Well, it is difficult for me to paraphrase it any more clearly 
than it is stated here, sir. 

Mr. Zevenko. Am I interpreting this right, that at the end of the 5 
years the trust owns stock in Victory (¢ ‘arriers? Let’s assume that 
this is the only company and Victory Carriers does not have any ships 
under the American flag. (Then he can revoke the trust ? 

Mr. Ray. If it does not have ships at all, certainly he can. So we can 
dispose of that. 

Mr. Zetenko. If it doesn’t have ships at all, then he gets it all back? 

Mr. Ray. That is clear, I think. 

Mr. Zecenko. And if it does not have any ships under the Ameri- 
can flag he gets it back ? 

Mr. Ray. I do not think he could, Mr. Zelenko, because it seems to 
me that- 

Mr. ZetenKko. What is this business you said about American docu- 
mentation? You read something there. 

Mr. Ray (reading) : 

And of which corporation the trust property included at any time, directly 
or indirectly, a majority of the stock * * * 

Mr. ZeLtenKo. I want you to read the business about the American 
flag. 

Mr. Ray. Yes, but it is ee, I think, rather than disjunc- 
tive. In your examination, the fact that the stock of Victory Car- 
riers had been m: jority owned by the trust and the further fact that 
Victory Carriers still owns ships, if that was your hypothesis, in my 
opinion would prevent revocation. 

Mr. ZeLtenKo. We had testimony from the Attorney General. Last 
year Mr. Rogers wrote a letter here and he said if there were not 
any re ships in the trust, and that is what we are talking 
about, the Government has no interest in this matter. 

I want to get down to this point. You say if there are no ships 
in the trust that is the end of the trust at the end of 5 years. 

Mr. Ray. That is the way I would interpret this subject to check- 
ing with counsel. 

Mr. ZeLenko. Now, is there anything in the trust which prevents 
the trustees from selling these foreign-flag ships ‘ 

Mr. Ray. No, there is no provision ; no, sir. 

Mr. Zectenxo. Is there anything in the trust which prevents the 
trustees from canceling the American-flag ships if they feel that it is 
in the interests of the trust ? 

Mr. Ray. Canceling American-flag ships ¢ 

Mr. Zetenko. Yes, ships that are supposed to be built. 

Mr. Ray. Anything in the trust instrument ? 

Mr. ZELENKO. Yes. 

Mr. Ray. No, sir. 

Mr. ZetenKo. So that the trustees if they feel that it is in the in- 
terests of the trust may cancel any contract to build or run American- 
flag ships and may also sell off all their foreign-flag ships. There is 
no restriction in the trust against any of that, is s there? 

Mr. Ray. No, the trust instrument grants quite a bit of freedom to 
the trustee, yes, sir. 

Mr. ZetenxKo. That is right. So if it comes about that Victory 
Carriers cancels the building of these three ships, these American 
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ships, that is, they cancel the contract, those ships would not be in the 
trust. ‘They ‘have been canceled. 

Let’s assume that. Is that right? Let us assume they do not go 
ahead with the building. Now “they would not be in the trust be- 
‘ause assume they were not built. You would not have them in the 
trust. 

Now, is there anything that prevents the trust from going ahead 
and building these American ships and then selling them to some- 
body? Let us assume in the interest of the trust selling them to some 
other American-flag operator. Is there anything in ‘the trust that 
prevents that ‘ 

Mr. Ray. I think there is some language in the trust instrument 
as to the requirement of the board of directors’ vote. May I have 
just a minute to see? 

Mr. ZELENKO. Yes, sir. 

Mr. Ray. There is a provision in article 6 (c) of the trust instrument 
which provides that there shall be— 

No sale or conveyance of any stock or other security of, or any vessel owned by, 
a shipping corporation of a subsidiary shall be made without the consent of three- 
fourths of the whole board of directors of such shipping corporation or subsidiary. 

Mr. ZeLENKO. I will go into that in a minute. 

Mr. Ray. You asked me about what the restrictions were. 

Mr. ZeLtenko. 1 mean assuming the board of directors of Victory 
Carriers says, “Look, we want to sell the ships,” there is no restriction 
about doing it. It is all right with the trust under that document. 

Mr. Ray. It requires the vote of three-quarters of the board, not 
a simple majority. 

Mr. ZELENKO. We will talk about that in a minute. 

Mr. Ray. That is what you asked me. I thought. 

Mr. ZeLenKko. Under this trust the w ay you drew it last year, if you 
sold off any American ships you had or canceled any contracts that 
you had for the building of American ships and you sold off your 
foreign-flag ships all of which you had a right to do, and just ended up 
with money, all Mr. Onassis would have to do would be wait until 
1961 and come in and get the money, because he could revoke the trust 
under what you told us under that provision. Is that right ? 

Mr. Ray. I won’t commit the trustee to that position at this time. 
It certainly would be referred to counsel at the time, Mr. Zelenko. 

Mr. ZELENKO. You are counsel. You are a very able one. I want 
to know this because I am trying to get you to explain to me what 
that means and I think you told me. ‘You said a moment ago, and I 
think these are your words, that surely if there were no ships i in the 
trust that would be one means of revocation. 

Mr. Ray. That is the language I read from the trust instrument. 

Mr. ZeLtenxo. That is the language you helped to draw; is that 
correct ? 

Mr. Ray. Worked on it; yes. 

Mr. ZeELENKO. Now that means, does it not, that at the end of 5 
years if there is nothing but money in the trust, Mr. Onassis can get 
itall? In plain language, is that it ? 

Mr. R. AY. Again I would not be prepared to commit the trustee to 
say “yes” at this time. 

Mr. Zetenxo. Now, I am trying to get this thing straight and you 
keep saying “I am not prepared.” 
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Mr. Ray. Well, Lam not, Mr. Zelenko. 

Mr. ZeLcenxo. I want to know what that clause means. Does it 
mean what you told us it means‘ You told us a little while ago that 
surely, and you used the word “surely,” if there were no ships in the 
trust then it could be revoked at the end of 5 years. You did say 
that ¢ 

Mr. Ray. Excuse me just a moment. I understood your questions, 
Mr. Zelenko, to be as of the drawing of the trust instrument, and that 
you did not want testimony on the May 9, 1957, letter. 

Mr. Zetenko. That is right. I will come to that in a minute. 

Mr. Ray. On August 10, 1956, that would have been the situation. 

Mr. ZELENKO. aE at was the situation on that phase of it 

Mr. Ray. Yes; I am sorry I misunderstood you. 

Mr. ZeLen ko. fy the end of 5 years if you had nothing but money 
in the trust then Mr. Onassis would get it all back. 

Mr. Ray. If nothing had occurred after that date such as this 
trade-out and build, yes. 

Mr. ZeLenko. But if you got rid of the ships which you had ¢ 
right to do, we will say they built the ships and sold them or they 
sold the foreign-flag ships and then had nothing but money. I hate 
to derogate money “by saying “nothing but money. If they had 
nothing but money in there then he could call the trust at an end and 
whatever was there he could have. 

Mr. Auten. Would you yield for a question ¢ 

Mr. Ray. To the extent of the corpus only, not the income. 

Mr. ZeLenKo. I yield for a question. 

Mr. Auten. I am not sure whether when you ask the question and 
refer to having money, whether the money to which you are referring 
would be in a corporation of which you held stock or whether it would 
be money that had been paid by a corporation to the trustee. 

Mr. Ray. I think, Mr. Allen, the situation that Mr. Zelenko was 
envisaging was where this trustee held stock of a corporation which 
held only money. I think that is what Mr. Zelenko meant. 

Mr. ZeLeENKo. That is right. 

Mr. Ray. In that case, as the trust instrument was originally drawn 
and if there had been no subsequent development in the trade-out-and- 
build program, it would appear from the trust instrument that the 
grantor could have revoked the trust and requested back the stock 
held by the trustee after 5 years. 

Mr. Zetenko. The mone iy in that case would still be in the same 
corporation that it was in when you held the stock. 

Mr. Ray. In that case it would have been; yes, sir. 

Mr. Zetenko. Thank you. 

Mr. Ray. If on the other hand the corporation had declared 
dividends into the trust in the form of income to the trust, that income 
would not go back to the grantor. That income would go to the 
American citizens. 

Mr. Zevenxo. I want to take up this. You say that the trustee is 
not limited in selling any vessels, generally speaking. 

Mr. Ray. The trustee has no power to sell vessels. 

Mr. Zetenko. The corporation, if three-quarters of its board of 
trustees approve of it; could sell the vessels and assuming we were 
not here today and these vessels were being built they could sell the 
vessels to other companies subject to Maritime, is that right? 
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Mr. Ray. I believe so; yes. 

Mr. ZeLeNKo. Now I want to take up this business of May 9, 1957, 
which you say changes that. Now, the way we outlined this pro- 
vision of the trust it could be revoked up to this point assuming there 
was only money in it, right ? 

Mr. Ray. Yes. 

Mr. Zetenko. You say that this letter of May 9 changes that. Is 
that what you told me? 

Mr. Ray. This letter of May 9 in my opinion constitutes an agree- 
ment between the grantor and the trustee that he will refrain from 
exercising any power to revoke the trust agreement if such a revoca- 
tion would result ina breach of conditions of MA-1439. 

Mr. Ze_enKo. Let us go into that for a minute. First of all, there 
was a lot of discussion here before as to whether this paper came 
under clause 13, the trust, which says that any revocation has to be 
in a form which is the form used under the New York State law. It 
has to be acknowledged, and a lot of other things. You know what 
I mean. 

Mr. Ray. Yes, sir. 

Mr. Zetenko. All right. Now you told us before that this letter 
of May 9 was not such a revocation, it was an agreement of some 
kind. Did you te . us that ? 

Mr. Ray. Yes, I did say that: yes, sir. 

Mr. Zetenko. You just said that the way you drew the trust was 
that he could revoke it at the end of 5 years if there was only money 
in the pot, but did you say that by this M: ay ») agreement he coul | not 
do that ? 

Mr. Ray. That is my opinion, yes, sir. 

Mr. Zetenko. Now if he gave up that right of revocation under 
this May 9 agreement would that not be one of the things that 
comes into this clause 13 dealing with the power of revocation? Would 
it not ? 

Mr. Ray. May I have the question again ? 

Mr. ZeLtenKO. Wouldn’t it have to be drawn in the form that you 
require in clause 13? 

Mr. Ray. No, sir. As I read clause 13 it prescribes this formality 
only for the irrevocable release of a right or power granted in the 
trust agreement. 

Mr. Zevtenxo. Let us get this: This is a release of some kind, is it 
not ? 

Mr. Ray. I don’t read it as a release; no, sir. 

Mr. ZeLenko. Whodrew this? Youapproved it but who drew it? 

Mr. Ray. Laccepted it. 

Mr. ZetenKo. Who drew it? 

Mr. Cunnincuam. I did. 

Mr. Ray. Mr. Cuinningham is our counsel. 

Mr. ZeLENKO. What was it supposed to accomplish ? 

Mr. Ray. Do you want me to answer it ? 

Mr. ZeLenKo. You can answer it if you can. 

Mr. Cunnrnonam. That letter in its form was prepared after con- 
ference with counsel in the Maritime Commission. 

Mr. Zetenko. Let us hear this. You say that this May 9 letter was 
prepared in form together with counsel to the Maritime Commission ? 








150 TRADE-OUT AND BUILD ACTIVITIES OF ONASSIS COMPANIES 


Mr. Cunnincuam. I consulted them in advance of preparing that 
form and what led to it was the provisions. You recall there was an 
amendment to Contract 1439 in which certain additional conditions 
were imposed as a condition precedent to approving the transfer out 
last year of these vessels. 

Mr. ZetenKko. This paper was not supposed to be an amendment 
to the trust but only to the contract ? 

Mr. Cunnincuam. Pardon me? 

Mr. ZeteNkKo. Is this supposed to be an amendment to this trust 
agreement or what you say now is supposed to be an amendment to 
the contract with the Maritime Administration 

Mr. CuNNINGHAM. May I just get this straight. 

Mr. ZeLENKO. I wish you would. 

Mr. CuNNINGHAM. One of those additional conditions that we were 
asked to comply with was one to the effect that the parties to con- 
tract MA-1439 would cause the grantor of this trust to agree that he 
would not exercise this right to revoke during the 5-year period if 
by so doing it would have the end result of affecting Contract 1439. 

Mr. ZeLENKO. May I save a little time. I want to see if I can help 
you. It was the purpose generally for drawing this paper to tighten 
up the trust. Was that your understanding ? 

Mr. Cunnincuam. That was my understanding. I understood and 
we said we had no objection. 

Mr. ZeteNKo. Was this paper drawn to tighten up the trust or 
just the contract that they had with Maritime? That 1s what I want 
to know. 

Mr. CunnincHam. They thought that that was an added precaution 
or something, and requested us to obtain it to tighten up, they thought, 
our contract with Maritime. 

Mr. ZeLENKO. This is not part of the trust, is it? 

Mr. Cunnincuam. To the extent that the trustee is cognizant of it. 

Mr. Zetenko. Well, now, I want to ask you, whether he is cog- 
nizant or not, is that paper part of the trust ? 

Mr. Cunnincuam. I say he is because it shows on its face that the 
trustee accepted it. What I am trying to distinguish, and I am not 
trying to just play on words, is that we don’t consider that that is an 
irrevocable revocation. 

Mr. ZeLtenko. Let me get this right: It is not an irrevocable revo- 
cation ? 

Mr. Cunntneuam. This provision in the letter is not irrevocable. 

Mr. Zetenko. This is not an irrevocable revocation. 

Mr. Cunntnouam. That he did not revoke his power but that what 
he said was “I will not use that power if by so doing it would tend to 
breach any of the provisions of contract 1439,” so therefore we thought 
there was no need for going in and executing a document under their 
provisions of the trust agreement. 

Mr. ZetenKo. This letter of May 9 to try to get it in simple 
language is supposed to take care of the provision ‘that I discussed 
with Mr. Ray, that if there was just money left at the end of 5 years 
that he could not revoke the trust. You told me, Mr. Ray, that that 
letter of May . changed that provision in some way. 


Mr. Ray. I did not say that it changed the provision at all, Mr. 
Zelenko. 
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Mr. ZELENKO. [f the provision is still the same, what is the effect of 
this letter on that provision letting this man get the money at the end 
of 5 years. That is what I want to know. 

Mr. Ray. As I understand it, the letter of May 9, 1957, is a letter 
agreement between the grantor and trustee whereunder the grantor 
conditionally waives his right to exercise any power. It is not the 
release of the power. 

Mr. ZeLENKO. Just a moment. He only waives it if any waiver on 
his part would cause a breach of a contract. 

Mr. Ray. That is right. 

Mr. CunninGuam. That is right. 

Mr. ZELENKO. But there is no breach of contract that he could cause 
if the trustees decided to sell all the ships and just have money? He 
couldn’t cause a breach that way. 

Mr. Ray. I have lost you there. 

Mr. ZELENKO. You will find me ina minute. Let’s get back to this. 
The board of directors of these companies, you say, “had the power 
under the original trust agreement to translate the stocks into money 
and if there was only money left at the end of 5 years, Mr. Onassis 
would get it. That is what you told me, is that right? 

Mr. Ray. As the trust instrument was originally drafted. 

Mr. ZeLenKo. If they did that, if they sold the ships or they built 
the ships or the trustees themselves decided to breach the contract, that 
wouldn’t be binding on Mr. Onassis, would it, if the trustees of the 
Grace National Bank decided to breach the contract? That does not 
bind Mr. Onassis, does it ? 

Mr. Ray. I think to have a breach of the contract would require all 
the parties. 

Mr. ZeLENKO. They could breach the contract, you told me. They 
could refuse to go ahead with the ships if they thought that was in 
the interests of the trust. 

Did you not tell me that / 

Mr. Ray. By “they”, you mean whom / 

Mr. Zetenxo. The trustee, the Grace National Bank. 

Mr. Ray. No. 

Mr. ZeLteNKO. You say that the trustee in the interest of the trust 
could not decide to go ahead with the cancellation. You told me a 
minute ago that they could if they thought it was proper. 

Mr. Ray. It is the corporation Victory Carriers which is the pri- 
mary party to the contract. 

The trustee is not going to build the ships. It is the corporation. 
Again I think we have had some confusion. 

Mr. Ze.enxo. I will get it right back. The trustees or the com- 
pany under proper vote, anyway you have it, regardless of what Mr. 
Onassis wants to do, could sell the ships. They could become in- 
volved in a lawsuit if that happened. I am talking legally and let’s 

say if they feel within their rights they could break the contract as- 

suming they had a right to, let us say, breach this contract. The 
trustees and the board of directors outside of Mr. Onassis could do 
that and end up at the end of 5 years with money regardless of any- 
thing he might do. 

Mr. Ray. I suppose any legal entity has the power to breach any 
contract, yes, sir. 
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Mr. ZeELENKO. So that this letter which says that “I consent that I 
will refrain from exercising any power to revoke if what I do will 
break the contract,” is meaningless, is it not? 

Mr. Ray. It is not meaningless to me, Mr. Zelenko. 

Mr. Zetenxo. You say the trust can break the contract regardless, 
assuming that they feel that they are right. They do not have to g0 
ahead. What could Mr. Onassis do? What is he giving up that you 
say attaches this letter to that condition in the trust? What is he 
giving up? He cannot breach the contract, can he? If he decides to 
revoke it and the trustees do not want to, he has to follow what the 
trustees say. 

Mr. Ray. This does not say anything about his breaching any con- 
tract. This talks about his attempt to revoke the trust. 

Mr. Zevenxo. He could only attempt to revoke the trust. We went 
over a few of them. I won’t go into it again. I am talking about 
this one at the end of 5 years. If at the end of 5 years there are no 
more ships of any kind, we agree that then he could revoke. He 
comes in at the end of 5 years and says “I want to revoke the trust.” 
What has that to do with this contract MA-1439? That act on his 
part could not breach this contract, could it? 

Mr. Ray. If MA-1439 were not completed at that time in my 
opinion a revocation of the trust would result in a breach of the con- 
tract and I would refuse to deliver over the assets. 

Mr. Zetenxo. You are changing what we are talking about. If 
MA-1439 was not completed they would have American ships in the 
trust, would they not, because they would be building them ? 

Mr. Ray. Well, we also have some Victory ships. 

Mr. Zevenxo. All right. You are talking about this contract. 
You are not talking about your Victory ships. You are talking about 
the ships being built for this contract and if at the end of that time 
they were still building or you still had them he could not revoke it 
in any event, could he / 

Mr. Ray. No. 

Mr. Zetenxo. All right. Now let’s say you sold the contract to 
an American company. You didn’t have it. There is nothing to 
stop him at the end of 5 years from coming in there and taking the 
money ? 

Mr. Ray. I would take the position that there was. 

Mr. Zetenxo. What / 

Mr. Ray. Something to stop him. 

Mr. Zetenkxo. What? 

Mr. Ray. I think this is a pretty fine legal argument and I would 
certainly refer the matter to counsel. I am not prepared to say what 
a court might determine 5 years from now. 

Mr. Zetenxo. Mr. Ray, I do not think there is a better counsel in 
the country on this sort of document than yours, and I am saying 
that most earnestly, and sincerely. 

Let us get back to what you told us. I do not want to belabor it. 

At the end of 5 years MA-1439 is completed. Either they got the 
ships and sold them or they canceled the contract and they paid the 
Government damages or a lot of things, but they are not in existence. 
If that is the case, and that is what you told us, this paper has no 
meaning as far as that clause is concerned, has it ? 

(The witness conferred with his counsel.) 
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Mr. Ray. I just discussed this point with counsel and it is his feel- 
ing that such a revocation under the circumstances that you describe, 
the possible circumstances that you describe could be deemed to result 
in a breach of this trade-out-and-build agreement. 

Mr. ZetenKo. That is what I want to know. After you got coun- 
sel’s advice ? 

Mr. Ray. Maybe I had better ask counsel to state his reasons for 
that opinion. 

Mr. ZetenKo. Mr. Ray, really, do you think you are not competent 
enough to answer that? 

Mr. Ray. Mr. Zelenko, I would not say today that I would honor 
a revocation of this trust under those circumstances. 

Mr. ZeLenKo. I do not know what that means. 

Mr. Ray. It means that I would not let the bank turn over the 
assets without consulting outside legal counsel under the conditions 
that you describe, 

Mr. Zetenko. What is your own opinion under the set of facts I 
gave you? MA-~1439 is completed. They sold the ships. That is at 
the end of 5 years. You say that is a possibility. There are no ships 
in this thing any more. Now, Mr. Onassis then comes in and says 
“T want to revoke the trust.” My question is what has this piece of 
paper or this contract got to do with that ability of his to revoke the 
original instrument. You said this changed it. I cannot see it. 

Mr. Cunnineuam. Mr. Zelenko, are you limiting your question to 
the assumption that only the American corporations will have dis- 
posed of the ships? 

Mr. Ray. No ships, you said. 

Mr. Zetenko. That is what Mr. Ray said. 

Mr. Cunninenam. Nor in Onassis Corp., either. 

Mr. ZetenKo. That is right. That is what Mr. Ray said. He said 
this company with three-quarters of the board of directors could sell 
the ships. He also said that the trustees of the company building the 
ships could sell the contracts assuming that they comply with the 
law. There is no restriction in the trust. They could sell the ships 
away. I want to know. 

Mr. CunninGHAm. There are restrictions. 

Mr. ZeLENKO. We are not going to go into that. 

Mr. CunnrneHam. I think we are entitled to. 

Mr. ZeteNKo. We will give you your chance, Mr. Cunningham. 
Let us hear from Mr. Ray. 

Mr. Ray. This is my personal opinion, subject to being corrected by 
counsel. I think that the letter agreement of May 9, 1957, operates 
only until completion of this new building program. It seems by 
its terms to operate only for that period. 

Mr. ZeELENKO. Once the contract is finished up. 

Mr. Ray. And there are noships. 

Mr. Zetenko. And it is finished up before 1961. 

Mr. Ray. Then I think we go back to the original trust agreement. 

M. Zetenxo. I see. 

Mr. Ray. I think that is the answer. 

Mr. Zevtenxko. So that in effect it does not change one meaning 
of the original phrasing that was put in the trust. 

Mr. Ray. In my opinion it suspends a power which he would other- 
wise have for the period until completion of the contract. 
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Mr. ZeLtenko. Just a minute. I am going to conclude with this, 
If contract MA-1439 was still in existence at the end of 5 years, that 
would mean that there were ships under the American flag in the 
trust ? 

Mr. Ray. That is right. 

Mr. ZetenkKo. And under that condition this 5-year business would 
not apply in any event, would it ¢ 

Mr. Ray. That is right. 

Mr. Zetenro. Therefore do you not agree that the assumption and 
the possibility under the trust that those ships having been gotten rid 
of, this paper in and of itself does not vitiate or change that clause? 

Mr. Ray. I think it does for the period of pendency of the contract. 

Mr. Zetenko. I am going back to that particular case I gave you. 
You will agree that MA-—1439 could be concluded in some way before 
5 years; is that correct, a number of possibilities ¢ 

Mr. Ray. Yes, I think so. 

Mr. Zevenxo. All right; and under this original clause as you 
drew it if that took place at the end of 5 years he could come in and 
get the money but if 5 years have elapsed and MA-1439 is still in 
existence, which means they are either building or have the American 
ships, the clause would not apply in the first pl: ice, would it? 

Mr. Ray. If the ships were still being built they would not be in the 
trust. 

Mr. ZeELENKO. But they would be under American flag. 

Mr. Ray. I don’t know whether they are under flag when in the 
ways or not. 

Mr. Zetenxo. Yes. Take my word for it, it is. 

Mr. Auten. Mr. Chairman. 

Mr. Zetenxo. What you mean is that they have not gotten the flag 
up yet. 

Mr. Ray. They are not documented. 

Mr. Zecenko. That is what it means. They have not gotten it docu- 
mented yet? 

Mr. Ray. They are not documented. 

Mr. ZeLtenko. That is what it means, then. They have not got the 
flag up. 

I have nothing further at this time. 

The Cuarrman. Are there any further questions / 

Mr. Auten. Mr. Cowen had the floor, or Mr. Zincke. 

The CHatmrman. Mr. Cowen has yielded to Mr. Zincke for the 
moment. 

Mr. Zincxr. Mr. Ray, Captain Conway used the expression “we” 
at various times, and I was wondering whether with your assistance we 
could clarify that somewhat. We have a board of directors of the 
two corporations Victory Carriers and the Alexander S. Onassis Corp. 

Mr. Ray. Yes, sir. 

Mr. Zincke. Whose function is basically to determine policy ? 

Mr. Ray. Yes, sir. 

Mr. Zincxr. Now, we have two stockholders of each of those cor- 
porations, Grace Bank and Ariona Corp. 

Mr. Ray. Yes, sir. 

Mr. Zincke. Fundamentally the function of stockholders is to select 
directors, presumably those who will follow the stockholders’ wishes. 
Is that a fair statement ? 
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Mr. Ray. Yes, sir. 

Mr. Zincke. That is the only control that the stockholders have over 
the affairs of the corporation / 

Mr. Ray. Yes,sir. 

Mr. Zincke. That is the chief control. Now the stockholder in 
this particular case happens to be a trustee and the trustee in turn is 
responsible to its beneficiaries. 

Mr. Ray. Yes, sir. 

Mr. Zincxe. And the beneficiary’s control, so to speak, over the 
trustee would be in the direction of seeing that the trustee fulfilled the 
terms of the trust / 

Mr. Ray. Yes, sir. 

Mr. ZinckE. Now, the father of the beneficiary of the trust does not 
fit into this picture any place as a legal or equitable matter, does he, as 
a father ¢ 

Mr. Ray. Not asa legal matter, Mr. Zincke, but as a practical matter 
whenever we have infant beneficiaries of trusts, and we have a good 
many of them, we always feel that the trust must be administered in 
such a way that a guardian for those children at no time can attempt 
tosurcharge the trust. 

Now, this would apply to guardians of infant children. As I 
mentioned to you before the noon recess, we also make it a practice on 
many occasions to consult with and to keep informed life tenants or 
remaindermen of trusts although they may not have legal rights and 
certainly no control. It just is a matter of practice. 

Mr. Zincxe. And their consents would only be effective by way of 
estoppel on them for a later attempt to surcharge the trust; is that 
correct ¢ 

Mr. Ray. I would say yes. 

Mr. Zincxr. And that is solely a matter of self-protection by the 
trustee that you do consult them. 

Mr. Ray. Yes, sir. 

Mr. Zinckr. Now, since we have stated that the stockholders have 
no control of the corporations in which they hold stock, except inso- 
far as they select the directors, the guardians of the beneficiaries would 
have no control or right to be heard in connection with the policies of 
the corporation. 

Mr. Ray. That is correct. 

Mr. Zincke. That is all I have, Mr. Chairman. 

Mr. Zevtenko. I have just another question. 

You started off by telling us that this trust was basically irrevocable 
and I think we spent about an hour showing how many gimmicks 
there are in there to turn this stuff back to Mr. Onassis. There are 
quite a number of them. 

Mr. Ray. I would not characterize them as “gimmicks.” 

Mr. ZeLENKO. Devices, legal draftmanship, anything you call it. 

Mr. Ray. There are conditions in the trust whereby it might become 
revocable. 

Mr. Zetenko. That is right; and the Department of Justice ap- 
proved all this; is that right ? 

Mr. Ray. Oh, yes. 

Mr. ZeLenko. Let me ask you one more thing. 

In the company you have 25 percent of the stock owned by a foreign 
company, Ariona. 
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Mr. Ray. Yes, sir. 

Mr. Zetenko, And is Mr. Cokkinis in that or is he supposed to be one 
of the American board of directors ? 

Mr. Ray. No; he is an American citizen, but, as Captain Conway 
stated, he is considered to be the representative of the grantor. 

Mr. ZeLenko. That is just what I want to talk about. 

Mr. Ray. Yes. 

Mr. ZeLen «Ko. In this company you have to do everything by a vote 
of three-fourths of the board of directors. 

Mr. Ray. Not everything. 

Mr. Zetenko. Most of the big things? 

Mr. Ray. I mentioned one here. 

Mr. Zevenxo. Most of the big things have to be done by three- 
quarters of the board of directors? 

Mr. Ray. No. 

Mr. ZeLtenKo. They can change or sell ships or amend the contract? 

Mr. Ray. That is three-quarters. 

Mr. ZeLeNKo. ‘Twenty-five percent—and this is something that we 
have only had supposition about—belongs to Mr. Onassis. We do not 
know about that but that is fine. In the remaining 75 percent you 
have an American citizen supposedly, who speaks for the foreign in- 
terests. You told us that just now. He speaks for Mr. Onassis. You 
said Captain Conway told you that or he told us today. 

Mr. Ray. I did not understand the statement you made. 

Mr. Zetenko. What was the statement you made about what we 
understood from Captain Conway ¢ 

Mr. Ray. I understood your question to be whether there was a 
grantor representative in addition to Mr. Cokkinis. Is that what 
you asked me? 

Mr. Zetenxo. Just Mr. Cokkinis. He is supposed to be in the 75 
percent ownership. 

Mr. Ray. No. 

Mr. Zevenko. Is he an American citizen ¢ 

Mr. Ray. Yes, he has to be. 

Mr. Zecenko. Is he one of the 75 percent American citizenship 
control ? 

Mr. Ray. No. 

Mr. Zevenko. That is what I asked you. 

Mr. Ray. Isaid “No.” 

Mr. Zetenko. All Mr. Onassis would need would be to get 1 director 
plus his 25 percent and this company could not move. 

Mr. Ray. How is he going to get a director plus his 25 percent? I 
do not understand you. 

Mr. ZeLtenxko. If he gets one director to go his way, then the com- 
pany cannot operate by a simple majority in ‘this contract. 

Mr. Ray. The foreign corporation, Ariona, does own 25 percent 
of the stock of the company, but that 25 percent of the stock has 1 
out of 6 directors on the board. That is your question ¢ 

Mr. Zetenko. Would you say that this trust is a good one for the 
Government or a good one for the trust ? 

Mr. Ray. May I have the question again ? 

Mr. Zetenko. Would you say that this trust favors the Government 
or favors the trust, or Onassis? 
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Mr. Ray. I do not think I am in a position to characterize it that 
way. 

The Cuarman. All right, sir. 

Mr. Auten. I would like to ask a couple of questions. Mr. Ray, I 
understand you are one of the directors. 

Mr. Ray. No, sir, I am not. 

Mr. ALLEN. Or secretary / 

Mr. Ray. I am secretary, yes, sir. 

Mr. Auten. I am trying to get at the history of this letter of April 
15, 1958, to try to see myself, as to what it means. Mr. Morse said 
that it was a letter serving notice that the building program con- 
templated by Contract No. MA1439, as amended, had been canceled. 
Do you know whether that was the intention of your board of directors 
when it sent the letter ? 

Mr. Ray. I can say it was not the intention of the trustee insofar 
as it was concerned with this problem. It was my observation from 
attendance at board meetings and hearing discussion that the board 
always was and continues to be anxious to proceed with this building 
program but found itself in the position of not being able to move 
either way so that I heard Captain Conway’s statement about the let- 
ter and I would agree with it. 

Mr. Auten. I would like to get a little information as to the net 
worth of the two corporations. First, how do the liabilities of any 
of the former corporations get on to the books of the Onassis Corp. 
and the Victory Corp. in which the trustee has stock ? 

Mr. Ray. The stock which went into the trust, originally, was 
stock of all 4 companies, 75 percent of the stock of the + companies that 
Captain Conway mentioned in his testimony. 

It was not until last June that the corporate reorganization was 
completed whereby there resulted the companies we speak of today, 
Victory Carriers and the Alexander S. Onassis. 

Mr. Auten. Were the 2 companies which resulted holding all of 
the assets and all of the liabilities of the original 4? 

Mr. Ray. Yes, sir. There was a transferee liability there, to an- 
swer your question. 

Mr. Auten. After the 2 companies got in this position of being 
the only 2 surviving, were there liabilities of the former companies 
added to the accounts of the 2 succeeding corporations, or were they 
all on there already ? 

Mr. Ray. I am not sure I understand you, Mr. Allen. I am sorry. 

Mr. Auten. What I am getting at, specifically, is whether there was 
a liability for taxes which was picked up after a corporation had 
been dissolved or after the trust agreement was executed, of which 
you had no information at the time the trust agreement was executed. 

Mr. Ray. The tax deficiencies? 

Mr. ALLEN. Yes. 

Mr. Ray. May I check with Mr. Cunningham on that, to see if I 
understand your question 4 

(The witness conferred with his counsel. ) 

Mr. Ray. I think I do understand your question. Asa condit:on to 
these transfers last spring, it was provided that the funds from the 
Alexander S. Onassis Corp. would all be placed in an escrow fund 
for the benefit of the Director of Internal Revenue from which pay- 
ment of these taxes would be made. 
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Did I understand your question correctly ? 

Mr. Auten. I was getting more at the handling of your books than 
at the handling of the fund. 

Mr. Ray. Of course, the trust does not have any books, Mr. Allen, 
That is where I am a little bit handicapped. 

The trust, which is where the bank is concerned, simply holds cer- 
tificates of stock. There have been no dividends, so that there have 
been no funds passing through. These are corporate questions and 
our treasurer could answer them a lot better than I can. 

Mr. Atiten. Does anyone have any control over the directors that 
are elected through the exercise of the voting privileges on the stock 
which you hold, other than the bank itself ? 

Mr. Ray. None. The directors, sir, are Captain Conway, Mr. Still- 
man, who is president of the Grace Bank, Admiral Moran of the 
Moran Shipping Co.; John C. Griswold, who is an executive vice presi- 
dent of W. R. Grace & Co., which is parent of the bank; and Mr. 
Cunningham in addition to Mr. Cokkinis. 

Those are the relationships of the directors, but I think the answer 
to your question is “No.” 

Mr. Atien. I notice in the record of the former hearings on pages 
258, 267, 316, and 318, that the trust agreement is dated as of August 
10, that the notarial acknowledgment of your signature is dated Au- 
gust 10, and that the letter providing for compensation which was 
signed by Mr. Onassis was dated August 10, and a letter which you 
signed to him was dated August 10. 

I am curious to know whether all those documents were signed 
at one time as part of one transaction. 

Mr. Ray. Yes. As far as my signature was concerned, they were. 
Mr. Onassis was not here so I believe that, as I recall it, these docu- 
ments were signed in advance and produced and sent over here. 

Mr. Atten. Who signed last ¢ 

Mr. Ray. I believe I did. 

Mr. Auten. Thank you. 

The Cuatrman. Mr. Tollefson ? 

Mr. Totierson. I have no questions. 

The Carman. Mr. Cowen? 

Mr. Cowen. I would like to introduce in the record the minutes 
of the special meetings that were kept by Mr. Ray as secretary. 

(The minutes are as follows:) 


MINUTES OF A SPECIAL MEETING 
OF 
THE BOARD OF DIRECTORS 
OF 
Victory CARRIERS, INC. 


A special meeting of the board of directors of Victory Carriers, Inc. was held 
at the office of the company, 655 Madison Avenue, New York, N. Y., on February 
18, 1958, at 11: 30 o’clock in the forenoon. 

There were present : 

Nicolas Cokkinis 
Granville Conway 
Charles 8S. Cunningham 
Edmond J. Moran 
constituting a quorum of the directors. 
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Mr. Ralph S. Stillman, president of Grace National Bank of New York; 
trustee, Mr. Eliot Bailen, of Bailen & O’Sullivan, attorneys; Mr. Peter Spalding, 
vice president; Mr. Thomas R. Lincoln, vice president; Mr. Harold O. Becker, 
treasurer; and Mr. J. Robert Pierson, assistant secretary and assistant treas- 
urer, were also present at the invitation of the board. 

The meeting was called to order by the president, Capt. Granville Conway, 
who acted as chairman of the meeting; Mr. BH. Tinsley Ray, secretary, acted as 
secretary of the meeting. 

The secretary presented to the meeting a copy of the notice of special meeting 
mailed to all of the directors with affidavit of mailing attached, which was 
ordered filed with the minutes of the meeting. 

Copies of minutes of the regular meeting of the board of directors held on 
January 7, 1958, having been mailed to each director before the meeting, the 
directors present agreed to dispense with the reading of the minutes, and 
approved them as they appeared in the copies received by them. 

The chairman stated that on January 7, 1958, the stockholders of the company, 
by unanimous consent, had amended section 1 of article II of the bylaws to provide 
for an increase in the number of directors from 5 to 6. He further stated that the 
bylaws provide for a majority of the directors then in office to fill the newly 
created directorship. 

The secretary then presented a copy of a letter dated January 29, 1958, from 
the Department of Justice which approved the proposed appointment of Mr. 
Ralph S. Stillman as a director of the company. Mr. Stillman was then nominated 
as a director of the company to serve until his successor is elected and qualified. 
There being no further nominations, the nominations were closed. 

Upon motion duly made and seconded it was unanimously 

Resolved, That Ralph 8. Stillman be and he hereby is elected a director of 
this company to serve until his successor is duly elected and qualified. 

Mr. Stillman then assumed his duties as a director of the company. 

The chairman reviewed the activities of the company since the last meeting. 
He reported that a letter had been received from the Maritime Administration 
regarding the new buildings. There ensued a general discussion of the new 
building program in light of the Government’s restriction of oil imports. 

There being no further business to transact, upon motion duly made and 
seconded, it was unanimously 

Resolved, That the meeting is hereby adjourned. 

/s/ WB. TInstey Ray, 
Secretary of the Meeting. 


MINUTES OF A SPECIAL MEETING 
OF 
THE BOARD OF DIRECTORS 
OF 
VICTORY CARRIERS, INC. 


A regular meeting of the board of directors of Victory Carriers, Inc., was held, 
by consent of all of the directors, at Grace National Bank of New York, 7 Han- 
over Square, New York 5, N. Y., on Tuesday, March 4, 1958, at 11:30 o’clock in 
the forenoon. 

There were present: 

Granville Conway 
Ralph §S. Stillman 
Charles 8. Cunningham 
John C. Griswold 
Nicolas Cokkinis 
constituting a quorum of the directors. 

Also present were Mr. BH. Tinsley Ray, secretary of the company, and, by in- 
vitation of the board, Mr. Thomas R. Lincoln, a vice president, and Mr. Aris- 
toteles S. Onassis. 

The meeting was called to order by the president, Capt. Granville Conway, 
who acted as chairman of the meeting; Mr. E. Tinsley Ray acted as secretary 
thereof. 

Captain Conway reported to the board that on Wednesday, February 26, he, 
Mr. Stillman, and Mr. Ray had held a meeting in Washington with Mr. Clarence 
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G. Morse, the Maritime Administrator, concerning the new building program. 
He stated that there were also present at the meeting Mr. Onassis and the Ad- 
ministrator’s assistants, Admiral Ford and Mr. Paul Sullivan. 

Captain Conway reported that he had opened the Washington meeting by 
presenting to the Administrator a current projection of our financial position 
as compared with the projection which had been furnished the Administrator 
in the spring of 1957, showing that, despite the fact that approximately $16 
million has been paid to the Government and $10 million to other creditors, 
our financial position is at least as favorable as was anticipated a year ago. 

Captain Conway reported to the board that he had then called the Adminis- 
trator’s attention to the current drastic reduction in the volume of foreign petro- 
leum imports into this country and the embargo thereon, as well as the reduction 
in Texas allowables, and to the fact that even the major importing oil companies 
are unable to fully utilize their own tankers at this time. 

Heé reported that he had informed the Administrator that, in his opinion, there 
is little prospect of the situation improving in the near future and that he had 
requested the Administrator’s advice in the matter. 

Captain Conway informed the board that there had ensued at the Washington 
meeting a general discussion of the problem among all of the persons present 
and that the Administrator had expressed opposition to considering at this time 
a cancellation of the entire new building program or an indefinite deferment 
of the taking of any steps with regard thereto. 

Captain Conway informed the board that the Administrator had, however, 
suggested that we might be relieved, without penalty, of any obligation to pro- 
ceed with the construction of tanker hulls 1671 and 1672, provided we should 
acquire, for American-flag operation, hulls 1661 and 1662 currently scheduled 
for foreign-flag operation. 

He stated that the Administrator had suggested that there might be a de- 
ferment of construction of hull 1681, with a corresponding reduction in the 
contract penalty clause, until a favorable economic climate shall arise. Captain 
Conway stated that all persons at the Washington meeting had indicated that 
this might be the most advantageous solution to the problem. 

Following Captain Conway’s report, there ensued a discussion among the per- 
sons present at the meeting of the board of directors, and all expressed agree- 
ment with the Administrator’s tentative proposal. 

There being no further business to come before the meeting, it was, on motion 
duly made, seconded and unanimously carried adjourned. 

/s/ E. TInsiey Ray, 
Secretury of the Meeting. 


MINUTES OF A SPECIAL MEETING 
OF 
THE BOARD OF DIRECTORS 
OF 
Victory CARRIERS, INC. 


A special meeting of the board of directors of Victory Carriers, Inc., was 
held at No. 7 Hanover Square, New York, N. Y., on March 24, 1958, at 11 
o’clock in the forenoon. 

There were present: 

Granville Conway 
Charles S. Cunningham 
John C. Griswold 
Edmond J. Moran 
constituting a quorum of the directors. 

Mr. A. S. Onassis was also present at the invitation of the board. 

The meeting was called to order by the president, Capt. Granville Conway, 
who acted as chairman of the meeting; Mr. E. Tinsley Ray, secretary, acted 
as secretary of the meeting. 

A consent and waiver of notice of the meeting was ordered filed with the 
minutes of the meeting. 

Copies of minutes of meetings of the board of directors held on February 18 
and March 4, 1958, having been mailed to each director before the meeting, the 
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directors present agreed to dispense with the reading of the minutes, and ap- 
proved them as they appeared in the copies received by them. 

Captain Conway submitted to the meeting a letter received from Mr. Clar- 
ence Morse, Maritime Administrator, dated March 13, 1958, pointing out that 
it conformed to the suggestion which had been made by Mr. Morse during an 
earlier meeting with him in Washington, except that the offer made in the 
letter did not provide for any deferment of the building of the 106,000-ton ship 
or any diminution, by reason of partial performance of the contract, in dam- 
ages in the event of failure to build same. 

Captain Conway described to the board a draft of a letter which he had 
prepared in reply to Mr. Morse’s letter, and said that Mr. Morse had tele- 
phoned him to say that a member of the Merchant Marine Committee of the 
House of Representatives was insisting that there be no change in the original 
contract without there first being held a hearing before the committee. 

Captain Conway said that Mr. Morse had told him that he was planning 
to discuss the question with the Department of Justice to determine whether 
or not Justice was concerning itself with the question of the proposed new 
building program. 

Captain Conway stated that, prior to his receipt of Mr. Morse’s telephone 
call, mentioned above, there would have been three possible alternatives open 
to the company: 

1. Cancellation of the contract by the company. 

2. Full performance of the contract by the company, provided Govern- 
ment insurance were made available. 

3. Acceptance of the proposal set forth in Mr. Morse’s letter of 
March 13. 

The board was reminded that 75 percent of the stock of the company is 
owned by a trustee under a trust for the benefit of minor American citizen 
remaindermen and that the trustee has an obligation to act in this matter in 
a manner which will not be unduly detrimental to the interests of the bene- 
ficiaries. It was the sense of the meeting that, under existing conditions, it 
might not be prudent for the company to embark on the full building program 
as scheduled in the contract and that, since the Government has indicated an 
unwillingness to compromise, the company may have no alternative but to 
elect cancellation. 

There being no further business to transact, upon motion duly made and 
seconded, it was unanimously, 

Resolved, That the meeting is hereby adjourned. 


/s/ HB. Trnstey Ray, 
Secretary of the Meeting. 


MINUTES OF A MEETING 
OF 
THE Boarp OF DIRECTORS 
OF 
VictTory CARRIERS, INC. 


A meeting of the board of directors of Victory Carriers, Inc., was held at 
7 Hanover Square, New York, N. Y., on May 8, 1958, at 4 o’clock in the afternoon. 

There were present: 

Granville Conway 

Edmond J. Moran 

John C, Griswold 

Charles 8S. Cunningham 
constituting a quorum of the directors. 

Mr. A. S. Onassis, Mr. Thomas R. Lincoln, and Mr. Eliot Bailen were also 
present at the invitation of the board. 

The meeting was called to order by the president, Capt. Granville Conway, 
who acted as chairman of the meeting; Mr. E. Tinsley Ray, secretary, acted.as 
secretary of the meeting. 

The directors present agreed to dispense with the reading of the minutes of 
the last meeting of the board of directors held on March 24, 1958. 

The chairman reported on the mailing to the Maritime Administration of 
the letter of April 15, 1958, concerning the new building program, as previously 
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discussed with the members of the board, and, on motion duly made, seconded, 
and unanimously carried, such action was ratified and approved. 

Following this discussion, Mr. Bailen left the meeting and the chairman 
presented to the board a proposal for an agreement relating to the fee of Messrs. 
Bailen & O'Sullivan for legal services. 

After discussion, on a motion duly made, seconded, and unanimously carried, 
the president was authorized to enter into an agreement with Messrs. Bailen 
& O'Sullivan concerning such fees. 


There being no further business to come before the meeting, it was on motion 
duly made, seconded, and unanimously carried, adjourned. 


/s/ HE. TINnsiey Ray, 
Secretary of the Meeting. 

Mr. Cowen. I have one question, please, sir. 

Mr. Allen inquired about the letter to Mr. Morse of April 15. Did 
you state that you, as representing the trustee agreed to that ? 

Mr. Ray. Yes, to the sending of a letter which would, in our opin- 
ion, help us to develop these facts. 

Mr. ZeLENKO. You say that the trustee and you, as a representative 
of the trustee, approved this action on the part of the Victory Car- 
riers Co. to send a letter which did not mean what it said ? 

I want to know whether you, as representative of the trustee, for 
the trusee itself, approved of such tactics. 

Mr. Ray. I approved this letter as notification to the Maritime Ad- 
ministration that the corporations cannot proceed with the new 
building program without having some relief. 

Mr. ZetenKo. The letter was a cancellation on its face. 

Mr. Ray. I do not consider it so. 

Mr. ZetenKo. Captain Conway said the intent was different from 
what the letter said. You heard Captain Conway say that in sub- 
stance here today, did you not? 

Mr. Ray. In substance, yes. 

Mr. ZetenKo. That is what I am talking about. Did you have the 
same understanding as Captain Conway did about this, that the in- 
tent of the letter was not the same as the substance of it? Did you 
have that understanding ? 

Mr. Ray. I did not feel that way about it. 

Mr. Zectenxo. You felt that it was the cancellation ? 

Mr. Ray. No, sir. I felt that it was notice that the companies 
would be compelled to cancel unless there was some relief. I think 
we have lost sight of the distinction between the shipbuilding con- 
tract with Bethlehem and the MA-1439. 

If you look at MA-1439 you will find that breach of the conditions 
of 1439 would be caused by a cancellation of the Bethlehem contract, 
and I knew that the Bethlehem contract had not been canceled. 

Mr. Zecenko. But the Maritime did not know that at that time. 

Mr. Ray. I understand they did. 

Mr. Zetenxo. You say Maritime knew it? All this committee 
knew and all Mr. Morse told us up to this point was that this thing 
was canceled and that is why he sent it to the Department of Justice. 

Now you tell us though, that not only you, as representative of the 
bank, the trustee, but the directors of the company and the officers 
and Mr. Morse all knew that this was not a cancellation at that time. 
That is what you are telling us. 

Mr. Ray. That is my understanding. 

The Cuarrman. All right. I take it that you have finished with 
Mr. Ray? 
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Mr. Cowen. We have finished with Mr. Ray. 

The Carman. Who will be the witness tomorrow ? 

Mr. Cowen. Mr. Onassis and Mr. Doub. 

The Cuamman. Is this gentleman, Mr. Cunningham, to be a 
witness ? 

Mr. Cowen. No. 

The Cuarrman. The first witness tomorrow morning will be Mr. 
Onassis. 

The committee will stand adjourned, and will meet at 10 o’clock to- 
morrow morning. 

(Whereupon, at 5:30 p. m., the hearing in the above entitled mat- 
ter was recessed, to reconvene at 10 a. m., on the following day.) 
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STUDY OF TRADE-OUT AND BUILD ACTIVITIES OF 
ONASSIS COMPANIES 


THURSDAY, JUNE 19, 1958 


Hovuse or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE OF THE COMMITTEE 
on MercHant Marine AND FISHERIES, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 

Present: Representatives Bonner (presiding), Kluczynski, Zelenko, 
Tollefson, and Allen. 

Present also: Representatives Garmatz and Mailliard. 

Present also: Bernard J. Zincke, counsel; Robert H. Cowen, coun- 
sel, and William B. Winfield, chief clerk. 

The Cuairman. The committee will come to order. 

Both of you may stand. You are Mr. Onassis? 

Mr. Onassis. Yes. 

The CuarrmMan. This gentleman is who? 

Mr. Ross. Edward J. Ross, 

The Cnatrman. Do you, Mr. Onassis, and you, Mr. Ross, swear 
that the evidence and testimony you give before this committee shall 
be the truth, the whole truth, and nothing but the truth, so help you 
God ? 

Mr. Onassis. I do, sir. 

Mr. Ross. I do, sir. 

Mr. Onassis. Do you mind if I stand up? 

The Cuarrman. That is all right. 


TESTIMONY OF ARISTOTELES S. ONASSIS AND EDWARD J. ROSS, 
COUNSEL, BREED, ABBOTT & MORGAN, NEW YORK 


Mr. Onassis. I have no written statement. I will do my best to 
say a few words extemporaneously. 

I have timed my predecessors. It took them about half an hour to 
read their statements. Do I have that same prerogative? 

How much do I have? 

The Cnarrman. I do not think that we have had any statements that 
lasted a half hour. Make such statement as you desire. 

Mr. Onassis. Good. 

Now, to start with, I would like to express my gratitude to the 
honorable members of the committee, to you, Mr. Chairman, and 
especially to Mr. Zelenko for giving me this opportunity to defend 
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myself against a series of allegations, insinuations, inferences which 
were most harmful to my person 

Mr. Zevenxo. Talk a little louder, please. 

Mr. Onassis. Which were most harmful to my person regarding 
my integrity, my way of doing business, and so on. 

“Believe me, Mr. Zelenko, I mean it when I say that I am especially 
grateful to you for giving me this opportunity. 

Mr. ZeLtenxo. You are here under subpena. 

Mr. Onassis. Just a moment, sir. I am going to deal with that in 
a minute. 

Mr. Zetenxo. All right. 

Mr. Onassis. I have flown 30,000 miles. I have made three round 
trips from the Mediterranean to this country on my own will, on my 
own decision, and on my own desire to m: ake myse If avail: ible j in the 
eventuality that there would be a hearing and my testimony might 
be desirable. 

As you know, if I am here it is not because of this subpena. This 
subpena, you all know, goes as far as the territorial limits of the 
United States. I came 5,000 miles away, not once but 3 times, Mr. 
Zelenko. Consequently, I want to go on record that I am not here 
because of the subpena, that I have “been here 3 consecutive times in 
the last 3 months just to be available in the event that the United 
States Government or its representatives would like to make ques- 
tions tome. I have made that very clear to you, Mr. Zelenko, in your 
office, and I expressed regrets that, in the previous hearing, nobody 
bothered, which is about a year ago, to have invited me. 

You said to me that you could not find my address. I believe you. 
It was regrettable that you could not find my address but I must 
also say that there are very few people internationally whose address 
is printed every other day in the press. 

Now, that is as far as the subpena goes, gentlemen. I think it was 
unnecessary, unkind. 

Mr. Zincke walked into my office 

The Cuatrman. Let me interrupt you. That is a decision of the 
Chair. 

Mr. Onassis. That is right, sir. 

The CHarrMan. Go ahead with your statement. 

Mr. Onassis. Mr. Zincke came to my office, not to my office, to the 
office where I was visiting, and Mr. Zincke said he het asubpena. I 
explained to Mr. Zincke and a Zincke said, “Never mind, Mr. 
Onassis. I keep the subpena. I did not know all that. I keep the 
subpena. I won’t give you a subpena.” That was about noontime. 

Mr. Zincke leaves and after lunch Mr. Zincke comes back, very 
kindly, very apologetic, saying, “Mr. Onassis, after having consulted 
higher authorities, I must leave you the subpena,” and I took it. 

Tt doesn’t matter, gentlemen, but it is just to get on the record. 

Mr. Zetenxo. You are referring to Mr. Zincke, one of our counsel? 

Mr. Onassis. Yes, that is right. He is one of your counsel. 

Now, being an alien, Mr. Chairman, and English not being my 
native language, I want to go on record and I bee a certain amount 
of indulgence as to my vocabulary and my phraseology. I gave up 
the prerogative of asking for an interpreter which would be most 
helpful but I want to save time, gentlemen, to all of you. So, if in 
defending myself or in answering any questions, if I might use words 
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which might mean or imply things that might not be exactly what I 
mean, I hope I will have your indulgence. 

Furthermore, being an alien and since my defense is versus the 

representatives of the United States Government, I beg that no_at- 
tempt, not that anybody will, but I just want to go on record, is made 
in the defense of myself if Ll’ say something that ‘might displease any- 
body it might not be construed as having anything to do with my 
feelings of gratitude for life, with my feelings of admiration, devo- 
tion, and loy alty to the United States Government. 

The Cuarrman. I will see that you are properly protected. 

Mr. Onassis. Having said that, I think we can go into the subject. 

The CHatrrmMan. Go ahead, sir. 

Mr. Onassis. With trade-in, trade-out in building of ships it 
emanates, one must go back to the circumstances how it started. This 
is about in the peak of the Suez crisis. During that crisis the Defense 
Department, the United States Government as a whole were deeply 
concerned almost to the al: irming point as to what would happen to 
keep the oil flowing because the “closing of the Suez Canal meant a 
duplication, not 10, 20, 80 percent, it meant almost double of the ton- 
nage which ordinarily was required while the canal was open. 

All sorts of thoughts, suggestions, and ideas were being entertained 
at the time in the “highest levels and I believe, or it is my opinion, 
that it was the policy of the Maritime Commission to do anything and 
everything in their power to promote shipbuilding prefer ‘ably under 
the American flag. It doesn’t matter where as long as it was within 
the Western World. So they said, “All right, we will help ships to 
go out provided ships are going to be built.” And you know what 
was agreed as a consequence “of ths at, among many others. 

The canal unexpectedly, and to the surprise of even the highest 
authorities, instead of taking an indefinite time or a very long | time 
to open, it took only a few months. Suddenly, this had the effect of 
turning the whole subject upside down. 

MSTS, which was ver y eager and very interested, like all the major 
oil companies, like all other Governments whether it was France, the 
United States, Italy, England, suddenly they found that there was 
more oil, enough oil coming out in enough tankers that they did not 
know what to do with them. To build the program, to build those 
ships it was known to everyone with very little commonsense that there 
were only two ways to build those ships. 

One was, sir, by finding employment and taking that employment 
contract to any financial institution here or abroad and, based on that 
employment contract, they would finance you the building of the 
vessel. 

In that first eventuality, nobody needed any help from any govern- 
ment. It was just a pure commercial transaction. As a matter of 
fact, the employment contract as a rule in those days was 2 ships em- 
ployment contract was sufficient to build 3 and 4. That went over- 
board, sir. 

Then the next alternative was how to build those ships by either 
putting up cash or by asking for some government mortgage guaranty. 
Unless you have one of these three ingredients, everybody knew: at 
the time that nobody could build ships: (a) employment contract, 
(6) ship mortgage guaranty, and (c) cash. 
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As far as the cash is concerned, everybody knew at the time that this 
setup, after the settlement of the Justice Department, had not an 
such money to go ahead and build $52 million worth of ships. It 
had substantial amounts but not so much money. _ 

I heard yesterday and the day before, very rightly so, wondering, 
my God, how do you embark into a $52 million building program, 
how do you embark into a $52 million building program when you 
know that, out of the forty-odd-million dollars that you are going to 
collect, a great deal of it is going to go to liabilities and obligations 
irrelevant to the building program which are due to United States 
Government and other people. 

It is unfortunate that neither Mr. Morse nor Mr. Conway did not 
mention that during the negotiations of the settlement already the 
Justice Department had in its hands in a custodian account $4 million 
out of those $7 million that they have collected so everybody knew. 

(The witness conferred with his counsel.) 

Mr. Onassis. Before the trust was signed, the Justice Department 
had already in custodian account about $600,000 during the negotia- 
tions of the settlement and it was one of the conditions, if I can re- 
member well in those days, and if you want any more details, gentle- 
men, the counsel will give it because I did the negotiations with the 
Justice Department. 

Mr. Zetenxo. I did not hear that, sir. 

Mr. Onassis. I carried most of the negotiations not of the end of 
the settlement but of the beginning, of the middle and, when it came 
down to drawing papers and so on, it was done by the rest of the 
people. 

Mr. Zetenxo. I do not wish to interrupt you. You are talking of 
the period before the settlement with the Justice Department and 
that you carried on most of the negotiations. Is that what you are 
telling us? 

Mr. Onassis. That is right, sir, personally and directly and maybe 
against the advice of my counsel, directly with Mr. Warren Burger, 
the then Assistant Attorney General. 

Mr. ZeLenKo. You, in person ? 

Mr. Onassis. Myself in person coming to this country on my own 
will. Nobody brought me here. 

Mr. Zevtenko. Thank you, sir. 

Mr. Onassis. Now, as the Justice Department knew very well at 
the time—they were very careful—how this $7 million was going to 
come to them. They knew what prospects of payment there were in 
the future and after signing the settlement and, in addition to that, 
Mr. Zelenko, they asked me as a part of the settlement to guarantee 
the performance of that settlement, not on me but my whole family. 
Papers had to go to Greece, to South America, all over the world 
to be signed by every one of those members of my family in addition 
to me personally, so consequently there is nothing new about the $7 
million that had to be paid out of those ships, out of those funds. 

I stressed this point because I was sorry to see gentlemen like you 
yesterday and the day before making a strenuous effort, and rightly 
so, because you don’t know the story exactly. 

Mr. Zetenko. Do not worry about us. We appreciate you giving 
us the facts. , 
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Mr. Onassts. I saw the chairman holding his head trying to get 
some answers and the answer is right there. 

Mr. ZetenKo. We may feel better after you get through. 

Mr. Onassis. All right, sir. 

Now, in addition to that, everybody knew roughly—I don’t say to 
the last penny but by 10 percent more or less what, other liabilities, 
so did the Justice Department. 

Consequently, I mean by all that that there is no surprise here. 
There is nothing that people meant wrongly. In other words, you 
are right when you say, “How do you embark in a $50 million pro- 
gram when you ‘knew that you were going to pay at least $20 million 

or $25 million in past and running commitments ?” 

But ever ybody knew that more or less within 10 percent. 

Mr. Zetenxo. Pardon me, Mr. Onassis. I just want you to clarify 
that. When you say “everybody knew,” would you please, if you one, 
give us some of the names of these people that you call “everybody”? 

Mr. Onassis. Captain Conway knew. The attorneys knew. The 
trustee knew. That is what I mean by everybody, certainly, ¢ and then 
these very same people, particularly ‘Conway who was highly sensi- 
tive and terribly conscious as to what is happening to every dollar out 
of those earnings of those ships, almost to the point of being scholas- 
tic—he used to bring that up every day and talk about it every day and 
he said so many times to Mr. Morse, “Mr. Morse, here is the projec- 
tion, and after a year I am glad to prove to you that not only I 
have done as well as I told you I would do but if anything a little 
better.” That is in writing in the letters. 

Now, it is unfortunate that Mr. Conway, in answering those ques- 
tions, didn’t bring up those points. Well, "I don’t know. They get 
confused or they get nervous. I don’t know what it is. 

Then I mean by all that in the final analysis that at no time the 
Maritime Commission or the United States Government had any il- 
lusions or any representations that that building program was going 
to be paid in cash fully unless employment was secured or unless 
mortgage guaranty was ‘secured, because the minute any 1 of those 2 
would have been secured, Mr. Zelenko, there would be ‘ample money 
to qualify for all those requirements ‘and about $10 million to $15 
million surplus in the till. 

Now, when the Suez was reopened then everybody started not only 
under American fl: ag, under any flag, not only in tankers but in trans- 
ortation in general, even truckdrivers, they started worrying what 
is going to happen, business is going to go down. 

So. hs ing a program of $50 million of new building, the trustees, 
Captain Conway, said like everybody else, “What are we going to do? 
We missed the bus. We don’t have an employment contract. If we 
had it only for half the ships that would still be enough to carry us 
through without asking the Government or the Maritime Commission 
for a single penny of he lp.” They could carry the contract a hundred 
percent but they missed it. 

So what did we do? They started worrying. When you start 
worrying, what is the next thing? Hoping as early as February 
1957 or I mean March 1957 that by fall—you know very well not only 
in tankers but in the recession here and so on, from the President 
down to anybody, they all hoped that this recession was going to 
change its mood and start smiling a little bit. 
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Well, it so happened it didn’t smile. The consquence of that was 
that the hope was lost. 

Meinwhike as the months go by a shipbuilder who has a contract of 
$52 million in his hands, he starts getting worried and says, “Hey, 
boys. What are you going todo? I am buying steel. I am buying 
machinery. I have to know, have you got an employment contract ?” 

“No.” 

“Have you got mortgage insurance ?” 

“No.” 

“Have you got enough money to pay?” 

“Not enough money. We have some money but not enough 
money.” 

“If I say “we” all the time, I want to go on record that I mean 25 
percent, my interest through Ariona and 75 percent the trustees with 
Conway and the rest of them. That is when I refer to this setup and 
when I say “we,” in general about other matters. 

So Mr. Strohmeyer started getting nervous. That is the vice presi- 
dent of Bethlehem Shipbuilding division. “What is going to hap- 
pen?” Not because I owe him any money, mind you, because the way 
the contracts are drawn for those vessels you pay a downpayment on 
signing the contract and then you don’t pay until keel is laid or some- 
thing close to that date. Since the laying of the keel of these particu- 
lar vessels were dated to take place about a year and a half after you 
signed the contract, I am talking roughly now, until that day comes 
and-yeu don’t produce your installment, technically and legally Beth- 
lehem should not have any right to raise any claim and they have not 
raised any claim except the expression of a friendly concern as to 
“How are you doing, boys? Everything is in a mess. How are you 
coming along?” 

Well, the minute that started and the minute the hopes were over, 
then Captain Conway invited me to express my opinion. Well, that is 
when I came over and I went with Captain Conway, as president of 
the company, as representative of the trustees and to make sure, there 
was also 1 of the trustees or 2 of the trustees. I think it was Mr. Ray 
and Mr. Stillman and I as the tail end of the subject with my 25-per- 
cent interest and with the other interests over and above all which is 
the God-made interest and there is no law or constitution by manmade 
law that can interfere or change in any way whatsoever that God-made 
interest. By that I mean, Mr. Zelenko, the fact that I happen to be 
the father of those two children. No matter what laws you can put, 

that is made by God. I belong to those children and those children 
belong to me. Therefore, I have a great, great, great interest. 

So we went to see Mr. Morse after making an appointment. Mr. 
Conway expressed his views. Mr. Morse already was aware of the 
general situation, not only this setup, the general setup that a crisis 
was going through, that certain help is possible. 

So Mr. Conway suggested and told Mr. Morse more or less, and I 
um not quoting now. Just to the best of my recollection I narrate 
things. Mr. Conway said, “Well, could you kindly make a little re- 
adjustment of this contract?” 

“What do you mean by readjustment?” 

“Suppose we build part of it and you, Mr. Morse, allow us to defer 
the other part of it.” 
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Well, also Admiral Ford was present in the meeting. Well, they 
knew that that was the purpose of the meeting even before they went 
there. 

So they thought it over and so forth. They discussed, they argued, 
and Captain Conway said, “You know, Mr. Morse, after all, in this 
contract there is a provision that should for any reason whatsoever 
unless excused by you or unless force majeure or by something which 
is reasonably beyond the control of the contracting parties to pay to 

you, Mr. Morse, is $8 million liquidated damages. Now, you know 
very well what the costs are and what the risks involved are. If the 
worst comes to the worst, Mr. Morse, we might be glad to give you the 

$8 million and kiss each other goodby.” 

Upon that Mr. Morse said, “Under no —— inces, gentlemen, 
no matter what amount of money was involved, I don’t want any 
money. What I want is to see ships. The last thing I want to. see is 
you people not to build ships and take some money from you.” So 
much the better. 

Then Conway added also. He said, “Mr. Morse, I have a moral, a 
sort of a moral obligation to you personally and to the United States 
Government and to the rest of the industry, so, even if you would tell 
me, ‘Pay the eight million dollars and you are free, go,’ I still wouldn’t 
feel well. So I also would like to build some ships.” 

So they went, and they were going to think it over and in a couple 
of days or a few days later, I don’t remember well now, Mr. Morse 
came along with a proposal. 

The proposal consisted of taking two ships which were identical to 
those under construction which belonged to me. 

If I say “to me,” to my companies, foreign flag, nothing to do with 
this trust or setup. 

I didn’t have to build those ships. So I do anything I want. I 
could cancel them, I could sell them, I had no obligations like the ones 
the trust had. It is a foreign flag, free deal, commercial transaction. 

Now, on the other hand, there was a trust which had to build ships, 
had a commitment, so somebody got the idea, I don’t remember exactly 
how it came—the idea—about, and they said, “Now, those two ships of 
yours, Mr. Onassis, are by 1 year ahead of schedule, 1 whole year ahead 
of sc hedule.” 

If I say “schedule,” I mean the schedule of the trust’s commitment 
to build. 

“Would you be willing to sell those ships to the trust at a discount ? 
Certainly you would feel happy today to relieve yourself of an outlay 
of $24 million 2?” 

I said, ‘Yes, that is fair. I would be glad to.” 

In this way it was thought that it was a fair settlement because on 
the one hand the trust or Victory Carriers, call them whatever you 
like, I am not so technical about it, so please let me be excused because 
[ don’t want to be called about that, they were going to perform half 
of the contract, half of their commitment to the United States Govern- 
ment 1 year ahead of schedule and not on paper and promises and 
drawings but on living ships, one that is floating already and the other 
one is halfway floating. 

And, in consideration for this 1 whole year of precipitating or ad- 
vancing the delivery, they were going to give a year of deferment for 
the other half of the contract until such time employment or financing 
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was possible. Forty-eight hours later of receiving this proposal, it 
was reported to me the proposal went to Mr. Conway, it was reported 
to me that Mr. Morse had decided to withdraw the proposal. 

Everybody was happy. They said, “Fine.” We were all happy 
but Mr. Morse, it seems, decided to w ithdraw the proposal. 

Mr. ZeteNKo. Were you happy before you heard of the withdrawal 
or after ? 

Mr. Onassts. No, no, no. Before. Before. By all means before. 
They were miserable after the withdrawal. 

Mr. Zetenxo. I would think so. 

Mr. Onassis. So they said, “What happened?” They said, “There 
is an honorable member of the Merchant Marine Committee, Mr. 
Zelenko, who has expressed the will or view that no matter how 
slight, how insignificant a change takes place 1 in that contract, he is 
going to object and he will ask fora hearing.” 

Well, what do we do? Unfortunate. What do you do from there 
on? 

Meanwhile, the builder is pressing and wants to know what is going 
to happen. 

On the other hand, my two ships are being completed and, re- 
member, gentlemen, though they are being built in the United States 
and they are identical, there are some finishing touches and those 
finishing touches, I mean by Coast Guard requirements and regula- 
tions. Tf they are to be finally under the American registry they 
must have certain other things, small things. It doesn’t matter any- 
thing but it isn’t the question of their value as much as the technical 
question of after a certain date you just can’t do those things. 

The Coast Guard is a very strict organization. So they are press- 
ing also. “Are those ships going to remain foreign or are they 
going to be American? Come on. Hurry up. Do “something.” 

So, in this whole pressure from all angles, Mr. Zelenko, we went 
back again to Mr. Morse and explained to him all that. 

If I say again “we,” Conway explained, the trustees explained. 
Maybe I said a few words on and off during the course of the con- 
versation, either by impulse or by being invited to suggest. And “Mr. 
Zelenko, Mr. Zelenko.” I said “Mr. Zelenko is a human being. He 
must have his reasons. Let’s go and see him and explain him what 
the picture is. Heisa human being. There are good possibilities to 
make him understand and probably he will give up his objections or 
he will say what he wants. Then we will know what to do from there 
on.” 

Well, my suggestion wasn’t very enthusiastically received so to say. 
They were skeptic: al. But Mr. Morse, fortunately, after a few minutes 


of thinking, said, “Well, all right. Why not. Let’s go and see him,” 


and he calls you up as you know, Mr. Zelenko. You were very kind. 
You were on the way, I think, and finally you arrived. You were 
very kind, I think, and said, “Come on and see us.” 

This is how it took place, the visit of Mr. Morse, myself, Conway, 
and was it Ray with us—I don’t remember—Mr. Seaver of the Mari- 
time Commission, the General Counsel, and another gentleman of the 
trustees, I think. 

You were very courteous. You received us very well. Mr. Morse 
started talking to you and then you said, Mr. Zelenko, and I am not 
quoting you, mind you, I am just narrating my impressions of this 
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with different words. You said, “Well, there is a lot of things here 
that I do not understand” ; and you were Tight. 

Mr. Zetenko. May I interrupt you to “remind you that the first 
thing I said was that, “if this is something that involves the com- 
mittee,” because I did not know why you were coming down, I said, 
“take it up with the chairman.” 

Mr. Onassis. I am coming to that with all the colors and the details, 
all the trimmings. 

You said, “There is something in my previous hearing I don’t 
understand. I never got anywhere. I wanted to find things and 
everybody was hiding things as if there were things under the table.” 

Those are not your exact ‘words, Mr. Zelenko. I am trying to recon- 
struct or reproduce more or less what you said. 

Mr. ZeLenKo. You express my feelings. 

Mr. Onassis. So I said, “Mr. Zelenko, please give me the chance. 

I did not know that you wanted to know things, that they didn’t make 
them easy for you. Her ‘eLam. I will sit down with you and explain 
you anything you want.” 

You said, “Now, you made a good deal, Onassis, here. You are 
trying to put your ‘own ships to pass over to the other setup and that 
is a good deal, isn’t it?” 

Before I had a chance to say it is or it isn’t, you never gave me a 
chance to explain. 

The Cuarrman. Let me interrupt you just a minute. Is all this 
narration dedicated to mean that you control the trust, that you 
manage the trust ? 

Mr. Onassis. No,sir. No, sir. 

The CuarrMan. You are leading me to believe that. 

Mr. Onassis. No,sir. Iam sorry if I am leading you to believe that. 

The Cuarrman. Your whole testimony is sufficient for me to believe 
that you are operating this trust and that you are running this business. 

Mr.. Onassis. No, Mr. Chairman. No, Mr. Chairman. 

The Cuatrrman. I do not understand. 

Mr. Onassis. I will tell you, Mr. Chairman. The difference is 
that, as I said. 

The CuarrMan. I understand about your children. 

Mr. Onassis. I’ve been here three times in the last 3 months, Mr. 
Chairman. For a year and a half I had not spoken to the trustees, 
I had no dealings with the counsel, with anybody except with one 
exception that in the course of that year and a half, I had one visit 
of courtesy because he was passing by, of Conway and another one 
that he came to discuss a problem which he told you the other day. 
Outside of that, Mr. Chairman, ever since the trust was signed, for 
a whole year and a half I had nothing to do, nothing to say, never 
been consulted and I didn’t give a damn, because I had full confidence 
in those people and I was so tired after 8 years. 

The Cuamman. Go ahead. You have been talking. 

Mr. Onassis. All right. I sit down. I am trying to give the story, 
whatever you want. 

The CuarrMan. Go ahead. 

Mr. Onassis. Then Mr. Zelenko said, anyhow, Mr. Zelenko, I got 
the impression and rightly so, he never heard the other part of the 
story. 


28919—58——12 
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So I said, “We have to get a chance to explain to this man.” 

At that moment, Mr. Zelenko gets on the phone. Iam sorry. Be- 
fore he gets on the phone, he says, “Gentlemen, in Washington, as 
you may “know and if you don’t you better learn, there is a great ques- 
tion of protocol and I, being very conscious about the protocol re- 
quirements, I must call my chairman and tell my chairman what it 
is all about.” 

So he called you, Mr. Chairman. I don’t remember whether you 
were on the floor or whether he spoke to you. That exactly I don’t 
remember, and the result of that telephone call was that you would 
receive us at 2:30 after lunch to discuss this matter with Mr. Zelenko 
and the rest of the gentlemen. 

The CuarrMan. Go ahead. 

Mr. Onassis. We left and I said to Mr. Zelenko, “Please, can I sit 
down and explain to you? You ask me any questions you want: con- 
trol, no control, w hatever you w ant.’ 

He said, “N 0, no, it is for 2:30.” 

[ must say Conway and Mr. Morse, they got a little bit tired of 
this whole procedure, to put it mildly, and we left. 

About 12 o’clock I am going for lunch and it is reported to me that 
we are not going to see you, sir, that the appointment with the chair- 
man is off. 

Then I am going back to New York and back to Europe. So, on 
my way to the : airport, I said, “Now, damn it. I lost the opportunity 
to tell Mr. Zelenko, explain him whatever he would like to know,” 
so I said, “What doI lose? Iw ill stop by Mr. Zelenko’s office around 
2:30. Ill speak to his secretary.” 

Mr. Zevenxo. This is when you were talking to yourself? 

Mr. Onassis. Yes, to myself. “If he wants to see me, all right. 
If he doesn’t, I will carry on.” 

I stopped by his office. Mr. Zelenko is so suspicious, maybe rightly 
so, he is so afraid of me that he doesn’t even dare, sir, to talk to me. 

He says, “What do you want here?” 

I said, “Mr. Zelenko, unfortunately the meeting is off. Maybe you 
would like to sit down and shoot all the question you want.” 

“No. No. No. I don’t want to talk to you. 1 don’t see why I 
should talk to you. The whole thing is in the chairman’s hands.” 

Then he disappears for another few seconds. He comes back with 
another gentleman. I didn’t realize what was going on. Now I 
know that it was iy purpose to bring the other gentleman in so to 
be a witness of what I would say to Mr. Zelenko. Mr. Zelenko said 
that here the other day. 

After that I realized that there was no hope or no chance. 

Mr. ZetenKo. That was Congressman Teller. I introduced you to 
him. 

Mr. Onassis. I was so embarrassed, Mr. Zelenko, that I don’t even 
remember the name. 

Mr. ZeteNKo. I regret any embarrassment that I have caused you 
so far. 

Mr. Onassis. It was a frustration of my attempt and my good will 
to place my self at your disposal. 

So, upon that, I left, sir, and went back to New York and then 
went to Europe and then on and off they said, “There will be a hear- 
ing; there won’t be a hearing.” 
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As recently as last week there was still a question whether there 
was going to be a hearing or not. Nobody knew. Until Thursday 
last w week, it was definitely confirmed that there is going to be a hear- 
ing. 

Now, that is the picture. I can go on and tell a lot of other things 
but prob: ibly you want me, Mr. Chairman, to sit down «nd ask me ques- 
tions, so I am at your disposal. 

The Cuarrman. The interesting part is that in the beginning you 
failed to advise the committee how you got into the original transac- 
tion that brought you into the Department of Justice. 

Mr. Onassis. Oh, you want me to go into that, Mr. Chairman? 

The Cuamman. Who advised you! 

Mr. Onassis. You want me to go into that ? 

The Cuamman. Who advised you to go into the original contract, 
the purchasing of the original ships ? 

Mr. Onassis. Oh, you mean way back 10 years ago? 

The Cuamman. Who were your lawyers? 

Mr. Onassis. You mean you want me to go back 10 years ago? 
It’s a long story, Mr. Chairman. I don’t mind. 

The Citratrrman. I do not want the long story but I just want to 
have a little knowledge of how you got in. 

Mr. Onassis. You want me to narrate that in my own way the 
hest of my ability 4 

Mr. ZeLenKo. Give us the names. 

The Crairman. Let me ask a couple of questions and he will an- 
swer, 

Mr. Onassis. May I smoke, sir? 

The CrairMan. Surely. Go ahead. 

Mr. Kiuczynski. Mr. Chairman, I notice that the press have tight 
quarters. Would it be possible for them to sit here? 

The Craiman. Yes. 

When you originally conceived the idea to form a company and to 
purchase ships under the Ship Sales Act, who advised you about it? 

Mr. Onassis. You will be surprised, Mr. Chairman. 

The Cuaimman. I am not surprised at anything. Just tell me that 
and IL am going to ask 2 or: 3 questions more, 

Mr. Onassis. 1 built my ships in the United States for the last 
A) years. 

The Crairman. I do not care about that. When you went into the 
purchase of ships. 

Mr. Onassis. After buying a certain number of ships, war surplus 
vessels under foreign flag and, even under foreign flag you have to 
give the Maritime Commission your history, your background. 

Kxeuse me for the parable, Mr. Chairman, I have even to go to 
state whether my grandmother knew how to swim or not. Iam sorry. 

The Cuaimman. I do not want to go into all that, sir. 

Mr. Onassis. So it is so detailed, everything there even when you 
buy ships for foreign flag. 

So we bought all those ships and then they said, “No more ships 
to foreigners. We need the ships because we get transport: ition con- 
tracts.” 

The CuairmMan. Everybody was after ships. 

Mr. Onassis. Not everybody, Mr. Chairman. 
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The Cuamman. Just wait. Just tell me when you originally en- 
tered into the transaction to buy ships. 

Mr. Onassis. I am coming to that in 2 minutes. 

The CHarman. In a company that had the majority of stock 
owned by an American citizen. Who advised you about the pur- 
chase ¢ 

Mr. Onassis. Mr. Chairman, 1 minute. You know everyone has 
his own ability to answer a question. Please allow me that preroga- 
tive, sir. If you want me to give a good answer, a complete answer, 
Mr. Chairman, it won’t only take me a minute. 

So then we went and said, “Can we charter or participate into 
American-flag vessels since no foreign vessels are any more available 
because that was the decision of the administration ¢” 

They read the law and they said, “51, if controlling interest is 
vested in the hands of American sokane 49 percent can be held by 
foreign citizens provided foreign citizen does not give whatever 
loans he is going to make or moneys advanced will be uninsured.” 
We go to lawyers . Now Iam coming: 

Mr. ZeLeENKO. Who told you this? 

Mr. Onassts. Here is the point. Altogether the firms which we 
consulted, they represent 375 lawyers, and I am not kidding. 

Mr. ZeLtenKO. Give us the names of the lawyers. 

Mr. Onassis. Sherman & Sterling, 102 members. Cravath, 98 
members, and so forth. 

Mr. ZetenKo. Get down to Lord, Day & Lord. They were the 
lawyers, too. 

Mr. Onassis Lord, Day & Lord. 

Mr. Zetenxo. Is that Mr. Brownell’s firm? Tell us. 

Mr. ON ASSIS. Lord, Day & Lord, Mr. George Lord was the highest 
authority in admiralty law in the United States, and one in the world. 

Mr. ZrtenKxo. May I ask you one question? Was Mr. Brownell 
a member of that law firm ? 

Mr. Onassis. Mr. Brownell was a member of that firm, yes. 

Mr. ZetENKO. Tell us what they told you to do. 

Mr. Onassis. Now, the law firm, all these lawyers, they said, “You 
can go ahead and set up, find an American citizen. Whether he is 
poor or rich doesn’t make any difference. _ Give him the controlling 
interest and you hold the minority interest.’ 

Mr. ZetenKo. Let me interrupt. 

They said, “You give this American citizen the controlling interest 
and you hold the minority.” That is what you are telling us. 

Mr. Onassts. Make it a $1,000 par value stock. It goes like giving 
a gift. What's the difference? They didn’t put up any money. They 
knew all that. AJ] that was in the paper. 

Mr. Zrerenko. By the way, that was the same Mr. Brownell who 
later became Attorney General and you were indicted by him. Is 
that the same man whose law firm had been advising you about this? 

Mr. Onassis. You know, Mr. Zelenko. 

Mr. Zetenko. Can you not tell us? Is that the same man? 

Mr. Onassis. Mr. Brownell was the Attorney General. 

Mr. ZetenKko. Was he the same man who threw the case out later? 
Was it not he who dismissed the case against you? 

Mr. Onassis. Well, he was still Attorney General. 
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Mr. ZeLeNKO. Now, go ahead with the beginning of the story on 
what they advised you to do. 

Mr. Onassis. He made his thousand dollars. 

Let me correct. I withdraw. 

It was $1,000 par value stock. He came in and paid something. 
What did he pay? Idon’t remember. 

He paid his share. Then the capital increased and he put some 
more money in it. 

Now, what do you want to answer Mr. Zelenko? 

The Cuarrman. How you proceeded. 

Mr. Onassis. Excuse me. Here comes the biggest part of the story. 
This is the finishing touch. 

I tell Mr. George Lord, “Mr. Lord, in spite of all these opinions, 
will you please ask the Maritime Commission General Counsel—what 
was his name ?—Walker and Goertner to confirm your opinion ¢” 

He said, “That is a good idea. Why not.” 

So they write the Commission. In those days the Commission 
was different. There were five Commissioners. 

He answers back that he agrees with the opinion of Lord, Day & 
Lord, upon which you couldn't ask for more assurance because, gen- 
tlemen, who should be more concerned about not violating the law? 
Certainly the one who puts the money and risks his neck and not the 
one who doesn’t put money, right ? 

Mr. Ross. Mr. Chairman, may I say something ? 

Mr. ZeLeENKO. Just a moment now. I would like to ask you this: 
What you are trying to tell us now is that when you went into this 
ship deal originally this firm of Lord, Day & Lord said, “Look. Get 
an American citizen.” ? 

Mr. Onassis. They were not the only ones. 

Mr. ZeLenko. They were among those? 

Mr. Onassis. Among those; yes. 

Mr. ZrLtenKo. You were following the advice of these lawyers. If 
they had not told you to do it, you say you would not have done it, 
but you followed their advice. 

Mr. Onassis. Definitely, sir, and we paid fancy prices, believe me. 

Mr. Ross. Mr. Chairman, may I say something? 

The CuarrMan. Just a minute. 

Go ahead. 

Mr. Onassis. But, Mr. Zelenko, there is nothing new about this. 
Mr. Brownell testifie d in court that indeed he was in the case of Mr. 
Kulukundis. It was in the newspapers. He said he had handled the 
case. 

Mr. Ross. He was the witness in the Philadelphia Marine case, I 
believe. 

Mr. Onassis. Mr. Zelenko, if : remember well— 

Mr. Zetenxo. Mr. Witness, I do not want to in interrupt, but later 
on, Mr. Ross, if we have to fill in about the courts, you may do so. 

Mr. Ross. May I just say one thing, Mr. Zelenko? 

Mr. Zetenxo. You had better ask the Chairman. 

Mr. Ross. Mr. Chairman, may I have your permission? I don’t 
want to interrupt the witness’ narration if this is what the committee 
is interested in, but you are going back, as you know, into a long 
history that has been settled with the Justice Department both on 
the criminal and civil side. 
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The Cuatmrman. For your information, let me advise you that that 
is what brought all this matter to light in the beginning. 

Mr. Ross. I have not finished, sir. May I finish? 

The CuairmMan. Yes. 

Mr. Ross. I don’t believe that Mr. Onassis was that close to the 
situation where he can give a detailed narration of events and as to 
what the legal implications were and which counsel of the Maritime 
gave opinions at which time. 

I can already see that he is confusing dates as will necessarily hap- 
pen over a period of 10 or 12 years. 

The Cratrman. I was merely letting him state the transaction as 
he understood! it. 

Mr. Ross. He is under oath. 

Mr. Onassis. You can make mistakes under oath, can’t you ¢ 

Mr. Ross. You can make mistakes under oath and sometimes there 
are unfortunate consequences of making mistakes under oath. 

The Cuarrman. I would not want to lead the witness into any 
situation that would embarrass him. I merely asked him that ques- 
tion. 

Mr. Ross. You see, Mr. Chairman, there were a series of transac- 
tions. There were purchases made from Maritime over a period of 4 
or 5 years where this question was reviewed by Maritime. 

When he mentions opinions by Goertner and Walker, he is not 
referring to something that happened at the inception. They came 
on later when the Victory and Liberty ships were bought. 

I can see that he is confusing dates, and, while he is giving impres- 
sions, it is not an accurate story y of the chronology of the transaction. 

Mr. Zetenxo. Is it a story of the tri ansaction? We will not bind 
him as to dates? That is why I asked whether you can give it to him. 

Mr. Ross. I wasn’t in the picture at that time. I can only indicate 
from the records I have seen. 

The Cratrm ix. Do I understand that you were not the attorney 
when these original purchases were made ? 

Mr. Ross. No, sir. We did not come in until the difficulties started. 

The Cuatrman. Therefore you cannot substantiate what he knows. 

Mr. Ross. No, sir; but as the attorney in the litigation that ensued, 
which was the time we entered the picture, we had the necessity of 
reviewing the documents, the opinion letters that were rendered and 
all the other pertinent facts, so that I acquired a familiarity with 
them on the basis of that review. 

The Cuatrman. All right. 

Do you have anything further to say? 

Mr. Onassis. Well, I have to endorse fully as to the statements 
of Mr. Ross that it is true, Mr. Chairman. It is 11 years that I am 
talking now or 10 years, more than that, and I might be confused as 
to some dates, names, and facts also, so if you want them they are all 
recorded. 

My God, everybody from FBI to the Maritime Commission to the 
Justice Department, everybody has been in and out for the last 10 
years. It is about like that. You can make a library. So the facts 
are there. 

Now, in my statement, I want to make this reservation. In m 
narration if there are any differences between those already checked, 
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confirmed and verified documents, please don’t hold me to it because 
I can’t be that good in my memory, sir. It wouldn’t be human. 

I can also tell you one other paradox prior to this, charges that we 
violated the law or the company violated the law or the people involved 
in it. 

You see, that is the technicalities. I am being more natural about 
this thing. Maybe I will cut my throat by being so natural, but that 
islife. Youtake achance. 

Mr. ZeLENKO. You have not done it up to now and I do not think 
there is a possibility. 

Mr. Onassis. There is always time for that to happen, Mr. Zelenko, 
so one has to be a little careful also. 

Yes. Prior, after 3 or 4 years that this thing was functioning, ships 
were being bought, approvals of charters were being given, and so 
on, because, let me also stress that what I cared, it wasn’t who owns 
the ships. That was the last thing bothered me. It was who could use 
the vessels after the remunerative reasonable market, going price. 

If you have a Cadillac, whether it is in your name 

The Cuarrman. Let us not go into that. I will let the counsel ask 
you some questions. We will take that up later. 

Mr. Onassis. Here is the thing. 

The Cuarrman. Justa minute. We are going over a lot of ground. 
We will take it up later. 

Mr. Cowen. Mr. Onassis, you say that you negotiated with Mr. 
Warren Burger of the Justice Dep: irtment # 

Mr. Onassis. Yes, sir. 

Mr. Cowen. That you, yourself, instituted with him the agreement 
to settle? 

Mr. Onassis. The basis of the agreement. 

Mr. Cowen. In other words, you started with Mr. Burger. 

Mr. Onassis. And my lawyers were there. 

Mr. Cowen. Of course, it was taken up with your attorneys and they 
verified the agreement ? 

Mr. Onassis. Yes. 

Mr. Cowen. And at the time of the setting up of the trust that at 
that time there was $600,000 in an escrow account held for taxes ? 

Mr. Onassis. No, no; that he can answer. 

Mr. Cowen. He would verify that. That was my understanding 
from oe atement. 

Mr. Ross ? 

Mr. Ross. At the time the settlement agreement was made is what 
he is talking about. That is on December 21, 1955. There was a total 
of, I believe, $594,000, close to $600,000, held by shoreside custodians 
for the account of this company. 

What Mr. Onassis said, and that also appears in the transcript of 
the committee’s prior hearing, is at the time the trust was established 
on August 10, 1956, the $7 million had been paid down to $3 million, 
and $3 million is all that remained to be paid when the trust was 
established. That appears in the schedule of payments. 

Mr. Onassis. Then I was right when I said about $3 million or $4 
million. 

Mr. Ross. Well, you were close but not right. 

Mr. Onassis. You make me have the feeling that I am saying wrong 
things. 
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Mr. Ross. On page 380 of the prior transcript, Mr. Doub introduced 
the schedule of payments and that shows right on the face that the 
$7 million had been paid down to $3 million before the trust was 
established. 

I think that is what Mr. Onassis was alluding to. 

Mr. Cowen. That was the point I wanted to clarify. 

At the time of the inception of this trust, Justice had full knowledge 
of the fact of this money being due and ow ed to the Government ? 

Mr. Ross. ws yes, certainly. 

Mr. Cowen. And did Maritime have knowledge of it at that time, 
sir? 

Mr. Ross. I assume they did. 

I assume that Justice discussed this matter with Maritime as the 
settlement was progressing. 

Actually, the matter of paying the $7 million was a Justice Depart- 
ment problem and cognizance rather than Maritime cognizance. 

Mr. Cowen. That is correct, and you say when the trust was drawn 
that Justice had full knowledge of the fact that no building program 
could be carried out unless the three provisions that you enumerated 
would come into being, that is charter or the necessity of 

Mr. Onassis. I will answer that. 

The CuatrmMan. Just a minute. Let him finish asking the question. 

Mr. Onassis. Iam sorry. 

Mr. Cowen. That they had knowledge, sir, that unless the three pro- 
visions that you set up as being prerequisites were present that under 
no circumstances could the trust carry out the building program ? 

Mr. Onassis. Excuse me, sir. I will give my impression. If my 
me er is wrong, counsel is here to correct me. 

I do not think th it at any time during the negotiations of the 
settlement or even in the completion of the settlement that in our 
case as far as we are concerned—here was in other cases, but not in 
our case—anything was said or dealt with as to building any ships, 
none whatsoever. We were adjusting to take our 23, 21 ships, what- 
ever they were, pass them tothe trust. If I say “our,” at that moment 
they were saving—that was the trouble—they were mine but they were 
not technic ally, but that is what they were saying technically that 
they were mine. 

Mr. ZeteNKo. You mean they were not yours technically but they 
were yours actually ? 

Mr. Onassis. Technically they were saying that they were mine 
but in essence they were not mine, Mr. Zelenko, because I don’t care 
about the ownership of the ships. 

What I care was the use of the vessels. 

Mr. Cowen. Well, sir 

Mr. Onassis. I am coming to your position. Mr. Zelenko inter- 
rupted. 

So we never, if I remember well, discussed anything about the build- 
ing of the ships. That came much later after the settlement was 
signed, disposed of, the trust was set and everything; and then months 
went by, several month, and they came with the idea of transfer and 
building. We had nothing todo. Isthat right? 

Mr. Ross. No. 

Mr. Onassis. Please correct me. 

Mr. Ross. If I may correct him. 
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Mr. Cowen. All right, sir. Will you clarify that and then I will go 
further. 

Mr. Ross. In the course of the settlement negotiations there was an 
interest expressed in building ships but the problem was of such a 
nature that we felt that we couldn’t get into it in making the settlement 
with the Government. I believe the Niarchos interests did have a com- 
mitment as part of their settlement. 

So when we settled the first phase of the case on December 21, 
1955, at that point there was nothing with respect to a shipbuilding 
program. 

Now, that settlement contemplated a trust and it was when the 
trust was established in August that provisions were included with 
respect to a possible shipbuilding program. 

But even then it was only a provision that this might ensue, so the 
trustee would be protected if it went ahead with that program. That 
is an unusual thing for a trustee to do, and it wasn’t until later that the 
trade-out-and-build program was entered into with Maritime that the 
companies really got into a ship-building program. 

Mr. CoweEN. The interval between the settlement of the case with 
Justice and prior to the trust agreement being set up and signed, where 
was the penalty provision? Where was that money to come from? 

Mr. Ross. The $7 million ? 

Mr. Cowen. Yes, sir. 

Mr. Ross. That was to come, in the first instance, from the four 
American companies, United States Petroleum Carriers, Victory Cor- 
riers, Western Tankers, and Trafalgar Ship Corp. 

Mr. Cowen. And at that time, sir, some of those companies had 
arrears in taxes back to 1948, did they not? 

Mr. Ross. I am not familiar with the tax situation. I didn’t handle 
that. My understanding was that there was a potential tax liability, 
but I don’t believe there had been any assessment of a deficiency, so 
that no one knew what the arrears would be. 

I might add that, when negotiating the settlement with the Govern- 
ment, we endeavored to settle the tax claims as well and wind up all 
our problems. 

The Justice Department took the position that it would not include 
the tax settlement in what we were doing and, if I recall correctly, 
the press release that Justice Department issued when it announced 
the settlement had an express provision in it that there were these 
tax claims which were not covered by the settlement, so, therefore, 
it must have been fully known to the Justice Department. 

Mr. Zevenxo. Mr. Cowen, may I just interrupt for one moment? 

You just mentioned, Mr. Ross, about the press release which the 
Justice Department issued on December 21, 1955. That is the press 
release you are talking about? 

Mr. Ross. Yes. 

Mr. ZeLteENKO. When they announced the settlement. 

Now, on that date, both the criminal and the civil cases were settled, 
were they not? 

Mr. Ross. Yes, sir. 

Mr. ZeLenKo. That was done when an Assistant Attorney General 
walked into the court and there were some procedures there and, as 
a result of this, this case was settled, is that right? 

Mr. Ross. Yes, except it was not an Assistant Attorney General. 
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Mr, ZeLeENKO. I want to read to you, if I may, from the official re- 
leases issued by the Department of Justice by Mr. Brownell on that 
day, which we got in the record last year, and which was in the record 
of the hearings. 

Mr. Ross. What page, sir? 

Mr. ZaLENKO. It is on page 196, and this was put into the hearings 
by Mr. Doub of the Attorney General’s Office. 

It starts on page 195 and its says: “Press Release, Department of 
Justice.” 

It starts in: 


Attorney General Herbert Brownell announced— 


Now go to page 196, and about three paragraphs from the bottom, 
and I want, before I read this, to make sure you settled at that time 
both the criminal and civil cases, did you not? 

Mr. Ross. On that date, yes, sir. 

Mr. ZeLenxo. This is what the release said, and I wanted to ask you 
just about that point because he mentioned it. It says: 

The civil litigation now being settled does not dispose of numerous criminal 
proceedings against the same corporations and individuals arising out of related 
transactions. 

That appears there. 

Mr. Ross. That is what it says; yes, sir. 

Mr. ZeLENKO. That release was not a fact. The fact was that the 
criminal cases were disposed of that day, were they not? 

Mr. Ross. Mr. Zelenko, we had no participation in the drafting of 
that release. 

Mr. Zetenxo. I do not say you had. You mentioned press release, 
I want the facts. 

Mr. Ross. Because that press release, which I have not found and 
did not know was in this record, did exclude the tax liabilities as one 
of the items settled. I am addressing myself to that. 

Mr, Zecenxo. You are talking of various press releases and what 
happened on that day 

On that day the Department of Justice walked in and settled both 
the criminal and civil cases. 

Mr. Ross. That is correct; definitely. 

Mr. ZeLtenxo. 1 am reading from a release which they issued the 
same day and which Mr. Brow nell issued which reads that the criminal 
cases were not settled. 

Mr. Ross. It does not say that. It says the civil litigation does not 
dispose of the criminal litigation. 

Mr. ZeLenko. It says, “The civil litigation now being settled does 
not dispose of numerous criminal proceedings ET yee 

Mr. Ross. That is correct. They were both done that day. If you 
are addressing yourself to the phraseology of the release, it says ‘the 
civil does not * dispose of the criminal, which is true. 

Mr. ZeLenKO. They were all disposed i in one package. 

Mr. Ross. On one day, whether it is one package or not. 

Mr. ZeLenxo. The evidence that we took was that it was all one 
deal to settle the civil and criminal at one time. 

Mr. Ross. No; I believe I tesified on that, Mr. Zelenko, that it was 
our interest representing the clients for whom I acted that all prob- 
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lems with the Government be disposed of. The Justice Department 
took the position that it consisted of two divisions, civil and criminal. 

We had to deal separately with both divisions. Mr. Burger would 
not discuss the criminal settlement, and Mr. Olney would not discuss 
the civil settlement. 

Mr. ZELENKO. I do not want to go into that now because I am not 
questioning you on your veracity except this 

All right, we will go into it if you want to. 

Mr. Ross. I don’t want to. I am just here to answer any questions, 
to be helpful to the committee. 

Mr. ZeLenKo. They were all disposed of on the same day ? 

Mr. Ross. They were all disposed of on December 21, 1955. 

Mr. ZELENKO. Yes, and the criminal cases were disposed at the same 
time ? 

Mr. Ross. Yes. And I believe in his statement to the court Mr. 
Krouse indicated that there had been a civil settlement at that time, 
Mr. Krouse being the prosecutor representing the Department of 
Justice. 

Mr. ZetenKo. And I believe in your testimony—I do not mean to 
question you upon the accuracy—you did say somewhere in the pro- 
ceedings that you were blackjacked in some way. 

Mr. Ross. I never used that term. 

Mr. ZeELENKO. It must have been one of the others. 

Mr. Ross. I think it was someone from the Department of Justice 
that may have used that term. I think they said they did not want 
to blackjack people into civil settlements through criminal proceed- 
ings, if I recall the testimony. 

Mr. ZELENKO. I will yield to counsel on the question of the release. 

Mr. Cowen. Mr. Onassis, since the inception of the trust on Au- 
gust 10, 1956, the funds th: at have been channeled into the trust from 
V ictory Carriers and the Alexander §. Onassis Corp. have been used 
to pay indebtedness that had been incurred prior to the inception of 
the trust? Am I correct in that? 

Mr. Onassis. To some extent, yes, sir, if I understand it well. 

Mr. Cowen. I believe Captain Conway yesterday testified to the 
effect that they had paid roughly $8 million in taxes, and as of the 
present time the trust has no funds to build other than the projected 
earnings. 

Mr, Onassis. Yes. But, if I remember well what was told to me, 
it is that, first of all, the trust a long time ago, our Victory Carriers 
advanced $1,800,000 roughly for the building program. 

Mr. Cowen. Yes, sir. 

Mr. Onassis. And they are expecting to get another 20 or 25 
or 18 million dollars out of the ch: arters, all of which is predestined 
and now available or will be, as it is coming. 

Mr. Cowen. I understand that. 

Mr. “ assis. For that building program. 

Mr. Cowen. I understand that is the projection as set forward. 

Mr. Onassis. Yes, sir. 

Mr. Cowen. You stated, I believe, that you had had no contact with 
the trustees other than a social visit with Captain Conway during the 
first year and a half of the trust agreement. 

Mr. Onassis. That’s right, sir. I mean if I say corporate, maybe 
they send me some papers to sign. I don’t remember. 
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Mr. Cowen. And during that time of the operation then the-—— 

Mr. Onassis. But the trustees— 

That is a simple way to answer your question—trustees, Conway, 
everybody, were in this country. 

Mr. Cowen. Yes, sir. 

Mr. Onassis. I was one year and a half almost away from this 
country. I hadn't come over here. So the only man that came down 
there was twice Conway on his own business, and once was a courtesy 
visit on his way, and the other one was to discuss this matter that he 
mentioned the other day. 

Mr. Cowen. Yes, sir. 

As I said, during that time the trust or the fund 

Mr. Onassis. Which is more or less the date that the trust has 
commenced. 

Mr. Cowen. Yes, sir. 

Mr. Onassis. This year-and-a-half period. 

Mr. Cowen. That is correct. 

During that interval of time the directors were busy paying these 
obligations that had been incurred prior to the inception of the trust 
plus some other amounts they paid on the shipbuilding contract ? 

Mr. Onassis. I presume so,sir. I didn’t have any statements regular 
to check or to see or to follow. 

Mr. Cowen. So early in this year 

Mr. Onassis. I had, and I have full confidence in them. 

The Cuamman. Waita minute. Just answer it. 

Mr. Cowen. No question on that, sir, but early in this year you 
returned to this country ? 

Mr. Onassis. Yes, sir; at their invitation. 

Mr. Cowen. At their invitation, and you have been invited to the 
board of directors meetings ? 

Mr. Onassis. Three times, sir. 

Mr. Cowen. During this year? 

Mr. Onassis. During this3 months. I don’t remember the dates. 

Mr. Cowen. Yes,sir. And on each and every occasion that you have 
visited the board of directors or met with them you have taken an 
active part in the problems facing the board ; have you not ? 

Mr. Onassis. No; only this program. Their meetings used to take 
2 or 3 hours, and I would walk in for 20 minutes, half an hour or some- 
thing, and the only thing that during my presence would be discussed 
was this matter of how to cope with the problem that was created, and 
which was a fundamental problem, as to the commitment of building 
the $52 million worth of ships. 

Mr. Cowen. During the three meetings that you have attended 

Mr. Onassis. They were even inviting me to help. “Can you do 
something? Give us some money ?” 

Mr. Cowen. Answer this for me, please, sir: 

During the three meetings that you had with the board of 
directors—— 

Mr. Onassis. Three or four, sir. 

Mr. Cowen. All right. 

In each and every one the problem of carrying this building contract 
arose ; did it not ? 

Mr. Onassis. That’s right. That was the big problem. 
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Mr. Cowen. And you took an active part in this discussion? You 
came to Washington on it ? 

Mr. Onassis. I expressed my opinion, sir. That was all. 

Mr. Cowren. You had knowledge of the letter written by Captain 
Conway on April 15 to Mr. Morse ? 

Mr. Onassis. Eventually, when it was found out that there is no 
more progress or hope of negotiating a deal with the Maritime. And 
when they came to the conclusion one day—lI don’t remember when 
it was—well, there is no other alternative left than to advise Maritime 
that unless something can be done, some reconsideration or readjust- 
ment of the contract like deferment of part of the contract and so on— 
I mean all those things that they had discussed, that they had no 
other alternative but to start contemplating eventually to cancel the 
contract. And the idea was that everybody took that view, that, well, 
the worst that can happen here, if they are entitled to the liquidated 
damages, to what portion they might be entitled to them, if they are 
entitled, that is what is going to be paid, and if that is paid it still 
would leave the trust with a substantial amount of money instead 
of facing a possible bankruptcy or anything if they would embark 
on the program. 

Then they did the letter and did the rest. But I have nothing to do 
with it. 

Mr. Cowen. It was the intent of the letter to cancel the building 
program ¢ 

Mr. Onassis. Not to cancel it. I never understood that. At no 
time I understood that the intent of the letter was to cancel. 

Mr. Cowen. You did not understand that, sir? 

Mr. Onassis. No, at no time during those meetings. 

Mr. Cowen. Let me ask you this then, sir: 

Did you not just say that the ¢ ompany was faced with the proposi- 
tion of possible bankruptey or paying the $8 million liquidated 
damages ¢ 

Mr. Onassis. Yes, sir. 

Mr. Cowen. Were you not then, within your own mind and your 
own members, agreeing that there was, in actuality, a cancellation ! 

Mr. Onassis. No, sir. 

Mr. Ross. Mr. Chairman, may I interrupt ? 

The Cuarrman. To whom are you addressing the question? 

Mr. Onassis. To me. 

The Cuatrman. Answer it. 

Mr. Ross. I just wanted to make the statement to counsel] that this 
matter is involved in this lawsuit that was instituted, and when com- 
parable questions were asked Mr. Morse, he indicated it would be im- 
proper to require him to answer it. 

I wondered if the Chair would consider that in connection with this 
witness also. I believe at that time Mr. Morse was not required to 
answer it. 

The Cuatrman. You mean that since there is a second pending 
suit on that matter it would be improper to answer this question ? 

Mr. Ross. I leave it to the chairman to rule on it. But I call that 
to your attention. 

The Cnarrman. I think you are right there. 

Mr. Ross. Thank you, Mr, Chairman. 
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Mr. Cowen. I withdraw that question. But I will ask this: 

On the same date of April 15 did you not write a letter to the Grace 
National Bank agreeing with action taken by Mr. Conway in his 
letter of April 154 

Mr. Onassis. I don’t remember the date, sir, but I remember this: 
They brought me a letter to be signed by me which was—well, they 
said this is to protect the trustees, that I am not going to sue them 
or do anything or bring any charges. 

Isn’t that right? 

Mr. Ross. Yes, sir. 

Mr. Onassis. And I signed the letter. 

Mr. Cowen. Did I understand you to say, sir, that Grace National 
Bank wrote the letter and sent it to you? 

Mr. Onassts. Yes. It was drawn up by Mr. Cunningham, who 
is attorney for the trustees. 

Mr. Cowen. Where were you at the time you signed ? 

Mr. Onassis. We tried to find out that this morning, it seems, to 
locate the date. I was going to the airport. It seems I was going 
to Europe, and they brought it to me in a hurry at the last moment 
to sign it. 

Mr. Cowen. Since you have been back in this country, sir, has 
Captain Conway asked your opinion relative to these matters that 
have come up with the board of directors ? 

Mr. Onassis. I came here about 10 days ago or 15 days ago. 

Mr. Cowen. I mean, sir, since you 

Mr. Onassis. I am trying to think because there have been so many 
on and offs. 

Lately—I mean ever since that decision was taken and that letter 
was signed by me I don’t think we had any other meetings or anything 
like that except reports: there will be a hearing or there won’t be 
a hearing; Morse is going to negotiate, or no possibility. 

Oh, what I had was the lawsuit; yes, sir. 

Mr. Ross. Not against you. 

Mr. Onassis. No. 

I don’t remember whether it was Captain Conway or whether it 
was some other person who reported to me that Justice had filed a 
lawsuit, sir. 

Mr. Cowen. You stated somewhere along in your testimony that 
relative to the building of these three ships you—I believe used the 
terminology “we”—stated that we have missed the bus. In other 
words, you were building too late. Was that what you were 
implying? 

Mr. Onassis. No. Securing employment, you see. The way that 
would have happened at the time—and if I say we again I mean the 
75 percent trustees and 25 percent Ariona through me—at the time 
they could have secured 10-, 15-, 20-year charter probably with a 
major oi] company and so on. 

Well, they just withdrew from the market, just like the stock 
market. 

Mr. Cowen. Granted that your people had missed the bus on that, 
had you not at the same time had the benefit of transfer out of these 
14 vessels? 

Mr. Onassis. Excuse me,sir. You mean—— 

Mr. Cowen. They had been transferred. 
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Mr. Onassis. The trust had the benefit of transferring those vessels 
out. 

Mr. Cowen. Yes, sir. 

Mr. Onassis. Yes, sir, they did, but the benefit of the trust from this 
transfer, since all the money is there, and not only all the money is 
there but here comes again this question of control. 

At the special request, as a special favor to Mr. Conway and to the 
trustees, though there were $3 million or $4 million due to Ariona, 
which is provided in the settlement—am I correct ? 

That under certain financial conditions they should pay that debt to 
us; in other words, if they had so and so much here and there. 

[said to Captain Conway, “Don’t worry about it. We'll let it in for 
an indefinite period.” 

So not only I didn’t get a penny out of it, but I even waived the 
right of getting $3 million or $4 million, which was an old debt rec- 
ognized by Justice in the negotiations of the settlement. 

Mr. Cowen. Who owed that debt to Ariona ? 

Mr. Onassis. I beg your pardon ? 

Mr. Cowen. Who owed that debt ? 

Mr. Onassis. United States Petroleum, Victory Carriers, the whole 
shebang, from back obligations. 

Mr. Cowen. To go back to the trade-out, could these amounts that 
the trust has paid to the Government and for the other indebtedness 
be paid had there not been a trade-out? Would the debts have been 
paid ¢ 

Mr. Onassis. If they had not been paid? You mean if they did not 
have these obligations ¢ 

Mr. Cowen. No, sir. 

Had there not been a trade-out of the 14 vessels, could these obliga- 
tions have been paid ? 

Mr. Onassis. You mean whether they would have been paid? 

Mr. Cowen. Yes, sir. 

Mr. Onassis. |] think yes, because they had enough earnings. But 
they wouldn’t have any left to go for any building. 

I think so. Don’ t hold me to that. Jam just expressing an opinion. 

Mr. Cowen. At the present time then they still have nothing left 
of earnings to build other than the projected——— 

Mr. Onassis. No; they haven’t. They have twenty-some-million 
dollars. They could discount that in the bank tomorrow if they want 
to. 

Mr. Cowen. That, sir, is on projected earnings from charters. 

Mr. Onassis. Yes; but that is like money in the bank. 

Mr. Cowen. But actually in the till, so to speak, they have nothing 
to build with ? 

Mr. Onassis. At the moment, oh, no. But remember this, that by 
the time their keel laying comes to date—I think it is still about a 
year from now—and the installment for the keel laying of the first and 
second ship, by that time they will have enough to meet those install- 
ments. 

Mr. Cowen. What, Mr. Onassis, is your interest in Ariona ¢ 

Mr. Onassis. I own most of it, sir. 

Mr. Cowen. You own most of it ? 

Mr. Owassts. Yes, sir. 
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Mr. Cowen. What is your interest in Central American Steamship 
Agency ¢ 

Mr. Onassis. My Central American Steamship Agency is an 
agency of service, like is customary. It’s owned mainly by Mr. 

‘okkinis and some other executives. I don’t know anything r about 
that. ‘They service. The services they arrange is a variety of serv- 
ices from the moment the ship comes in, from painting the vessel or 
drydocking it to the lipstick of the captain’s wife. That is all kinds 
of services, and we pay them a fee. 

Mr. Cowen. Mr. Cokkinis is also vice president of Victory Car- 
riers ? 

Mr. Onassis. I think so. 

Mr. Ross. I don’t know; whatever the records show. 

Mr. Cowen. He is on the board of directors ? 

Mr. Onassis. I think so, sir. J am not sure. 

Mr. Cowen. Is he your member of the board of directors? 

Mr. Onassis. That’s right. He represents my part. 

Mr. Cowen. And when you have stated—you use the term- 
inology “we” 

Mr. Onassis. When I am here I do it myself. When I am not 
here and Cokkinis is here, he represents me in that board. 

Mr. Cowen. He was your member on the board of directors? 

Mr. Onassis. That’s right. 

Mr. Cowen. And when you met with the board you had no vote, 
did you? 

Mr. Onassis. No. I never came to a voting myself. 

Mr. Cowen. How often, if you recall, did you consult with Mr. E. 
Tinsley Ray, trust officer of the Grace Co.? 

Mr. Onassis. Only the times that I mentioned, Mr. Cowen. I 
mean every time I saw Conway he was there or every time I saw Ray 
Conway was there. Maybe once or twice I saw them. I don’t re- 
member. 

Mr. Cowen. Did I understand you correctly, sir, when you said 
that Mr. Morse first proposed substitution of your two tankers for 
the two that were supposed to be built ? 

Mr. Onassis. Yes, sir. 

Would you repeat the question ? 

Mr. Cowen. I understood you to say in your testimony, sir, that 
Mr. Morse was the person who first suggested the substitution of the 
2 tankers that you had nearly completed for the 2 under the build- 
ing contract. 

ier. Onassis. I don’t remember that. The idea came about some- 
how. I don’t remember how it came out, the idea. But Mr. Morse 
finalized this idea, crystallized it, by making this proposal. 

Mr. Ross. You mean the letter. 

Mr. Onassis. The letter. That was an idea that was thrown in. 
It took days after Mr. Morse thought about it, and we considered it 
reasonable and he wrote this letter. 

Mr. Garmatz (presiding). Mr. Tollefson. 

Mr. Totzterson. Mr. Onassis, the purchase of the original ships 
occurred over a period of 3 or 4 years, so you testified 

Mr. Onassis. More than that, sin 

Mr. Totierson. Do you recall the date of the last purchase? The 
year would be close enough. 








] 
J 
] 


an 
Vi 


an 


ap’ 
tin 


do 
fo 


be 


Li 


W 


tl 


rr 


an 
ir. 
ut 


or 


ds 


»t 


TRADE-OUT AND BUILD ACTIVITIES OF ONASSIS COMPANIES 189 


Mr. Onassis. No; I don’t recall, sir. 

Mr. Ross. I believe there were two Liberty ships in January 1951. 

Mr. Onassis. As far as I am concerned, the last one I remember, 
and there is a reason why to remember it, is an application for eight 
Victory ships. Then again at the time the market was going down 
and so forth, so we went back—— 

I say we. The company went back again and tried to amend the 
application to reduce it from 8 to 7. Mr. Morse was not there at the 
time. 

Then the Maritime Commission commenced action, instituted pro- 
ceedings to force the company to buy the 8 ships instead of the 7. 

Mr. Ross. They threatened to 

Mr. Onassis. They threatened. I think they even took a fine of 
$100,000, or they w: anted a fine. 

Mr. Ross. They threatened to sue. 

Mr. Onassis. T hey threatened to sue. 

So, on the one hand, you are being threatened to be sued if you 
don’t buy instead of 8 ships you buy 7, and still later you are indicted 
for buying ships. If you can make any sense out of it. 

Mr. po LEFSON. Do you remember the year that occurred ? 

Mr. Ross. I haven’t looked at these papers in a long time. My 
best memory is that this occurred in January of 1951 when the two 
Libertys were bought. I think what Mr. Onassis had reference to 
by way of Victory ships was some time in 1949. 

Mr. Totiterson. The bulk of them were purchased prior to 1950, 
would you say ? 

Mr. Onassis. Oh, yes. 

Mr. Ross. The bulk prior to 1950. 

Mr. Onassis. But they are not all of them from the Commission, 
Mr. Tollefson. A number of them comes from private companies 
that they purchased. 

Mr. Totuerson. Do you have any idea how many from the Com- 
mission ? 

Mr. Onassis. I think from the Commission there were the Victorys, 
the Libertys 

Mr. Ross. Four tankers, seven Victorys, and two Libertys. 

Mr. Onassis. About 13 ships out of 23. 

Mr. To.tterson. Were purchased from the Commission ? 

Mr. Onassis. From the Commission. 

Mr. Totiterson. You said that Mr. Morse was not on the Commis- 
sion at that time? 

Mr. Onassis. No. 

Mr. Totirrson. Were any of the present members of the Maritime 
Administration members of the Commission at that time? 

Mr. Onassis. Oh, yes. 

Not a member of the Commission, but executive of the Commis- 
sion. 

The one I remember well, and he is still in the Commission, and the 
one who started these charges of violation is Mr. Stakem. 

Mr. Totiterson. He was not a member of the Commission at that 
time ? 

Mr. Onassis. Well, in those days I am not very familiar—— 
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The Commission was composed of the — of five Commissioners, 
I think, whereas today that is not the case any more. And then the 
Commission had its executives like Mr THembold who was the head 
man with whom we used to deal. And Mr. Stakem was one of his 
chief assistants. I can’t qualify the titles of which one was which. 

Mr. TotieFson. At any rate, Mr. Morse or Mr. Guill were not mem- 
bers of the Commission at that time ? 

Mr. Onassts. Mr. Morse, to my knowledge, I don’t think he was. 
Mr. Guill I don’t know. 

Mr. Totterson. Do you remember who the Attorney General was at 
that time? 

Mr. Onassis. In the Government ? 

Mr. Toiierson. Yes. 

Mr. Onassis. When we were buying the ships? 

Mr. Totierson. Yes. It was not Mr. Brownell? 

Mr. Onassis. It was not Mr. Brownell, no. 

Mr. Totierson. Is was prior to the time that Mr. Brownell came 
to the Government ? 

Mr. Onassis. I couldn’t tell you, sir. 

Mr. Ross. That is a matter of record. 

Mr. Totterson. Yes. I just want this on the record. 

Mr. Ross. Mr. McGranery was the Attorney General who was there 
when the matter was referred to the Department of Justice for action. 

Mr. Toutierson. Did the Maritime Commission then know that it 
was dealing with an American corporation of which 51 percent of the 
stock was held by American citizens ? 

Mr. Onassis. Oh, and how, sir. They had gone through that with 
a needle. 

Mr. Totterson. They knew that? 

Mr. Onassis. Definitely, and under certain provisions that if that 
were changed by that much we should have to advise them, to tell them, 
keep them posted. Oh, all along. 

Mr. Totterson. Can you tell me when the action was brought by 
the Government which resulted in the seizure of some of the ships 
which you purchased or which these corporations purchased ? 

Mr. Onassis. Right after we bought the Victorys. I mean the com- 
pany applied and bought the Victorys—— 

Mr. Ross. He wants to know when the first ship seizure took place. 

Mr. Onassis. Oh, the first ship seizure. 

Mr. Ross. The first one was the Lake George. The date is in this 
record that you have before you. I will try to look it up. 

Mr. Totierson. That is in the other record, and I would like to have 
it. in this one. 

Mr. Ross. I will look it up and see. 

Mr. Onassis. Mr. Tollefson, not only the Maritime Commission, but, 
due to financing—and there are considerable amounts of millions of 
dollars involved—the banks used to keep the stock so that they would 
be aware at any time that we couldn’t change the ownership of the 
stock, to protect them from loss. 

Mr. Ross. Mr. Tollefson, on page 197 there is a schedule of the 
seizures, and the first seizure was the Lake George, owned by United 


States Petroleum Carriers, Inc. That was seized at Wilmington, Del., 


on March 24, 1953. 
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Mr. Totterson. Thank you. Now, then, there were some cases in 
court involving some of these ships in which the Government con- 
tended the decisions were adverse to the Government’s interest. 

As I recall Mr. Doub’s testimony, he said a Judge Levy and a Judge 
Harper in two separate cases held that the Government could not 
maintain seizures on the ground that, with respect to the corporation 
stock, of which 51 percent was held by American citizens and 49 per- 
cent by foreigners, the Government could not contend that the ma- 
jority ‘of the stock was held actually or controlled actually by 
foreigners. 

Do you remember those decisions 4 

Mr. Ross. That is not quite accurate, Mr. Tollefson. 

Mr. Totterson. I would like to have it accurate. 

Mr. Ross. There were two decisions that we were involved in, and 
they were curious ones because of the conflicting position that Justice 
took. 

The first one was the Lake George seizure. It was our position that 
these vessels were seized under a statute which did not authorize seiz- 
ure, and that the seizure was completely unwarranted because the 
seizure and forfeiture did not apply where it was the Government 
itself that sold the ships. And we litigated that question before Judge 
Leahy in the district court of Delaware. He ruled in our favor, and 
the decision was dismissed on appeal. 

Now we were also on the criminal side of the court where we made a 
motion to dismiss because certain defendants, in our judgment, had 
acquired immunity by reason of having testified before the grand 
jury. And in that case the Justice Department took the position that 
they were not entitled to immunity because the Shipping Act did not 
apply. 

So, on the civil case we were having ships seized on the strength of 
there being a violation of section 9, and on the criminal side of the De- 
partment was saying that the Shipping Act didn’t apply, and this was 
the problem we had. 

But we ultimately won on that, and the court held the Shipping Act 
did not apply and that the Government had no right to seize the 
ships, and the seizure should have been dismissed. 

Mr. Toitterson. Now, then, Mr. Onassis mentioned that several of 
the ships were purchased by these corporations from private indi- 
viduals or corporations. Did any of those individuals or corpora- 
tions bring action against the corporations for return of the ships or 
seizure of the ships? 

Mr. Ross. You mean did the Government bring action ? 

Mr. Totierson. No. 

Mr. Ross. No; no individuals did. 

Mr. To.tterson. No individuals? 

Mr. Ross. No, sir. 

Mr. Toiterson. Now, then, the settlement with the Government 
took place, as I recall it from the testimony last year, after the Lake 
George case, 

Mr. Ross. That’s right ; yes, sir. 

Mr. Totierson. Pursuant to that settlement, as I recall it, the Gov- 
ernment, pursuant to the actions and to the settlement, as I remember 
it, got the full purchase price of the ships that were sold by the 
Government to the corporations. Is that correct? 
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Mr. Ross. I would say the Government got the purchase price twice, 
because those ships were all paid for originally except to the extent 
that they were covered by ship mortgages which the company has 
been paying down. And, having been fully paid for, the Government 
sued to forfeit the ships and get them back a second time. And the 
$7 million, at least in part, was a second payment for those ships in 
lieu of the forfeiture, which forfeiture wasn’t warranted. 

Mr. Touterson. So, the Government actually got its full purchase 
price, and, in addition, got $7 million in penalties ? 

Mr. Ross. That is correct; yes, sir. I might modify that. I don’t 
know whether all the mortgages on the Victory ships had been paid 
down. They are not due yet. But the mortgages, I know, are not in 
default, and payments are being made. 

Mr. Totuerson. If the mortgages are paid as required, then the 
Government will have further payments coming. 

Mr. Ross. That is correct. The tankers were paid for, all cash, 
and private mortgages were placed, and the dry-cargo vessels were 
bought subject to Government mortgages. 

Mr. Totterson. How many dry-cargo vessels were there ? 

Mr. Ross. There were, all together, 7 Victorys and 2 Libertys. 

Mr. To.tterson. You mentioned a little earlier today, with respect 
to this schedule of payments to the Government. Do you recall the 
page ¢ 

Mr. Ross. Page 380 of your prior transcript; yes, sir. 

Mr. TotiErson. The first payment listed in the schedule was Decem- 
ber 22, 1955. What was the date of the trust agreement? 

Mr. Ross. August 10, 1956. 

Mr. Totuierson. According to the schedule, there are 12 payments 
listed prior to the date of August 10, 1956. Is that correct? 

Mr. Ross. It must appear there. I didn’t count them. 

Mr. Totuerson. I think that is all, Mr. Chairman. 

The Cuarrman. Mr. Allen. 

Mr. Auten. Thank you, Mr. Chairman. I would like to direct this 
question to Mr. Ross. 

I am interested in the type of organization of the companies in 
which the American was the 51-percent stockholder and the arrange- 
ments by which the companies obtained the capital with which to 
buy the ships, and the arrangements under which the ships were used. 
Do you have those details ? 

Mr. Ross. I have them secondhand, because we were not the counsel 
in any of these transactions until the difficulties later arose, so that 
my information about them is what I recall in the course of prepara- 
tion of these cases. 

Mr. Auten. Give us what you can, on the best information you 
have. 

Mr. Ross. Well, it’s a little sketchy, because we never did get into 
a factual preparation for trial. We were busy on stipulations and 
motions, but my best memory is this, that there was, in part, very 
substantial financing by the Metropolitan Life Insurance Co., which 
advanced—how may millions on the tankers? Maybe $10 million or 
$12 million. 

Mr. Zetenxo. $10 million. 

Mr. Ross. $10 million was advanced by the Metropolitan on the 
strength of these companies having acquired good title to the tankers 
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which they bought. Then there were bank loans which were made 
by the National City Bank, and, if I recall correctly, Ariona had 
deposited collateral with those banks as security for ‘the loans; the 
seven Victory ships were, with Maritime approval, chartered to 
a company called ‘Transatlantica and funds would flow in from the 
charter. That is the general picture. I don’t have the details at 
my fingertips. 

Mr. Atuen. To sum it up, the mortgages by Metropolitan were well 
secured by mortgages on ships, I take it, without other security. 

Mr. Ross. The "y were well ‘secured. There was the question raised 
by the Government as to whether the mortgage s were valid, and in 
litigation that was started they were seeking to invalidate those 
mort; gages also. But, sub ject to that one qu alification whic nh was a 
possible c loud on ie title, they were secured mortgage Ss; yes , SIT. 

Mr. Aten. And the bank loans, so far as the company was con- 
cerned, were unsecured loans but collateral from other parties had 
been deposited ¢ 

Mr. Ross. I believe there was some collateral deposited to make 
those loans possible. 

Mr. Auten. Was that enough e: apit: al to purchase the ships? 

Mr. Ross. I believe so, yes, sir. They were purchased. 

Mr. Ariew. Then on the use of the ships, what was done with 
the ships? Specifically, were they ch: artered to operators or some of 
the Onassis companies on an initial charter, or were they operated 
with all the earnings coming into the company ? 

Mr. Ross. I was never familiar with those details. Let me say 
this, though, as an illustration: When the Victory ships were pur- 
chased in 1949, if I recall correctly, the contract said that Victory 
Carriers would buy them only on the condition that simultaneously 
the charter to this foreign company was approved at a certain rate. 


and this was in 1949. These ships had been surplus for over 3 years, 


and there were no buyers for them, ind Maritime did approve those 
charters, but thought the rate should be a little higher, and it was 
adjusted upward. And it was on that basis that ships were bought, 


subject to Maritime approval, with Maritime actually approving 
the rate of the long-term charter. That provided a flow of funds 
into the American company. 

Mr. Aruen. As I remember the record, you testified in connection 
with the criminal action at the former hearing th: at, in your opinion, 
you had a good chance or a better than good chance of winning the 
case, 

What would be your ae) 

Mr. Ross. Well, is a hazardous thing for a lawyer to express. 
In my opinion, chee was practically no chance of losing it. 

Mr. Antex. Thank you. 

The Crramman. Mr. Mailliard, a member of the full committee, has 
been very much interested in this subject. 

Have you any questions, Mr. Mailliard? 

Mr. Marturarp. No, sir. 

The Cuatrrman. Mr. Zelenko. 

Mr. ZeLENKO. Mr. Onassis, you were mentioning before the question 
of substituting 2 of your vessels for the 2 first vessels in the trust. In 
other words, you were going to buy some—— 

Mr. Onassis. Sell them. 
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Mr. ZELENKO. Yes. Instead of the two that they were building. 

Mr. Onassis. Yes. For instance, assuming that this proposal of Mr. 
Morse was not withdrawn, then I presume what would happen—this 
is all presumptions—is that Conway and the trustees would negotiate 
with Bethlehem in lieu of two new ones to be built, or buy those by 
paying them almost some sort of 

Mr. ZELENKO. Perhaps you can help me on this point which confuses 
me. 

Yesterday Captain Conway told us that the contract had not been 

canceled for the building of those two ships under the trust. 

Mr. Onassis. That’s right. 

Mr. ZeLENKO. That, as far as they knew, the ships were going ahead 
to be built. 

Now, if you sell these ships to the trust, and those 2 are being built, 
that would bring out 4 ships, would it not, if 2 were being built? 

Mr. Onassis. That’s right. But, Mr. Zelenko—— 

Mr. ZeLenKo. That is the part that confuses me. 

Mr. Onassis. I will explain to you. You are right to be confused. 
I don’t blame you. But it is easy to explain. 

Mr. Zetenxo. All right. 

Mr. Onassis. If they would have the clearance to buy my two ships, 
then the mechanics would be as follows: 

I go to Bethlehem and I say, “Now I want this contract assigned or 
sold to Victory Carriers.” That would mean that the two future ships 
that are in the course of being prepared, and the drawings to be built, 
would have to be disposed by Bethlehem to some other customers and 
some other contracts of theirs. That’s all they negotiated ; compensa- 
tion or price. 

Mr. ZevenKo. Yes, but he was indicating to us most of yesterday 
afternoon that, in spite of the letter that they sent to Mr. Morse on 
April 15, which canceled the contract, its going ahead; those ships are 
being built. If those ships are being built 

Mr. Onassis. So are mine, are more than being built. One of them 
is afloat, is in the water now. 

Mr. Zetenxo. I understand that. 

Mr. Onassis. But I can still cancel or sell or negotiate. 

Mr. Ze_EnKo. I am trying to figure out the logic or the procedure, 

If they at the same time are letting those ships become completed as 
he said they were, and they buy your 2 ships, there would be 4 ships. 

Mr. Onassis. That’s right. But they hope or they think that they 
could negotiate due to the fact that there is still'a year or some- 
thing like that for the keel of these two that you are talking about 
to be laid. They might negotiate with Bethlehem a cancellation, which 
means Bethlehem will take those and give them to some other cus- 
tomers. 

Mr. ZetenKo. Let me ask you, Mr. Onassis: 

You canceled the building of about 4 or 5 other ships recently 
for your own account, did you not? 

Mr. Onassis. Right; yes, sir. 

Mr. Zetenxo. And I assume, whatever reasons they were, you had 
your reasons for it. 

Mr. Onassis. That’s right. You negotiate with a builder. 
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Mr. ZeLenKO. What could lead Captain Conway or your group 
or his group to believe that if they bought your 2 ships they could 
get rid of the 2 they were building when you canceled ships yourself ? 

Mr. Onassis. Well, they can go and negotiate. Maybe Bethlehem 
will say, “Nothing doing. I won’t negotiate.’ I don’t know. It 
remains to be seen. 

Mr. ZeLenKo. Then we come down to this: 

You said (when I say “you say” I am not binding you exactly, 
but in substance) that Mr. Morse, the Maritime Administrator, had 
practically agreed to take your 2 ships instead of the 2 that were 
building. 

Mr. Onassis. He proposed it. 

Mr. ZeLeNKO. He proposed it. 

Mr. Onassis. Well, the proposal is subject to 2, 3 days to go and 
find out if the builder will release them, if the builder will agree to 
switch this to them and so on and so forth, and then they would go 
back to Mr. Morse and say, “Now everything is done, accepted and 
arranged”, and from there on go ahead. 

Mr. ZetenKo. You see, what I am trying to find out is whether 
the 2 ships on the program actually are being built or not, because the 
only logical thing that seems to develop is that those 2 ships are not 
being built and they want to put your 2 instead of those 2—— 

Mr. Onassis. I'll try to explain it. 

Mr. ZeELENKO. No? 

Mr. Onassis. No, it isn’t. You are right to be confused. I under- 
stand the way vou are being confused. 

Mr. ZeLeNko. In other words, would you say this whole procedure 
is kind of confusing ? 

Mr. Onassis. Well, no, if you are in it, if you know it, if you under- 
stand it. I think, if you give me the time, you understand it. 

Mr. Zevenxo. You understand it and Captain Conway under- 
stands it ? 

Mr. Onassis. Everybody. 

Mr. ZeLeNKO. Do you think the Maritime Administration under- 
stands it? 

Mr. Onassts. Oh, definitely. 

Mr. Zetenko. What I would like to do is to understand this: 

If 2 ships are being built and you are going to transfer 2 others, 
you would have to get rid of the 2 that are being built unless they are 
not being built. That is what I want to know. 

Mr. Onassts. If you put the question that way, you will be con- 
fused more. So let me tell you. 

These trusts, Victory Carriers, have placed an order according to 
contract they made—you have the copy of that contract—to build 
two 46,000-tonners and one 106,000-tonner. The keel of the two 46’s 
is going to be laid—I don’t know but in several months from now. 
Meanwhile, if he says they are being built, he is right also because 
Bethlehem is buying steel, is drawing up the plans; they are buying 
the machinery. But the actual, physic al construction hasn’t com- 
menced. It will commence in 6 months or 8 months, whatever the 
date is. But part of that is what they are doing now. So, therefore, 
the ships are being built, but not actual construction commenced. 
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Since there are 6 e 5 months for actual construction to commence, 
there is possibility—I don’t say a certainty—for Mr. Conway to go 
to Bethlehem and say, “Now, look here. I want to get out of this. 
Can you dispose of those two ships that you are building for me to 
somebody else? I'l! give you this and that much. In exchange, I 
will take this and ask for the big fellow. We will get the deferment 
or something for another year or whatever we are going to get.” 

You understand it now ? 

Mr. Zetenko. Yes, asmuch as [I ean. 

I think you also said—and I do not hold this against you—that if 
you were able to sell this to ee trust, you m ie@ht get some advantage, 
make about $24 million or s about that much. 

Mr. Onassis. No, no. Neither save nor I make, sir. 

Mr. Ze_tenxo. How did that figure come in? There was a figure 
like that which you mentioned. 

Mr. On one The 2 ships they are building for me, these cost $24 
million. I don’t have to build them, but I am building them. On 
the other hand, they have to build. Isn’t that right? That is why 
they are being sued now. Right ? 

So, since I don’t have to build and since this is for the children, I am 
not going to take it whether it is foreign- or American-flag. It won’t 
be in my coffin. It will stay here. So it doesn’t make a difference to 
me. I will make a sacrifice, cut down the price of my two ready ships, 
practically ready, and assign them to the trust. In this way the trust, 
already a year ahead of schedule, performs half of its commitment 
toward the Government. 

Mr. ZetenKo. However, then, according to what you say, instead 
of building 4 ships, 2 for the trust and 2 for you, we will then only 
be building 2 ships? 

Mr. Onassis. Two plus whatever you are going to do for the other 
half of the contract. 

Mr. Zetenko. Outside that, — means where pepyents would 
have contracts to build 4 ships they would then only have 2 ships? 

Mr. Onassis. Oh, yes, sir. That would mean less two ships for 
the shipyard. That is the whole 

Mr. Zetenxo. That is the whole idea ? 

(The witness confers with his counsel.) 

Mr. Onassis. That is consideration. 

Mr. ZeLtenKO. What is it? 

Mr. Onassis. Coming to the matter that you are concerned, Mr. 
Zelenko, about the jobs of the seamen, the sailors and the oflicers. 
That would mean, if they were taken, my two ships would sail about 
a year ahead. That would mean giving those jobs about a year ahead 
of what they are committed to give. 

Mr. ZetenKxo. To two American seamen ? 

Mr. Onassis. Yes, sir. 

Mr. Zetenxo. There would be about several thousand shipyard 
employees that would not have any work ? 

Mr. Onassis. That’s right. 

Mr. Zetenxo. I see. 

I am concerned with American labor. 

There are only about 80 seamen on the 2 ships and a couple of hun- 
dred thousand in the shipyards. 

Mr. Onassis. No; about a hundred. 
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Mr. Zevenko. And a couple of thousand in the shipyards wouldn’t 
have work, but you would give work to 80. 

Mr. Onassis. One hundred officers and seamen for many, many 
years to come, whereas the couple of thousand you mention is only 
for a few months. 

Mr. ZeLenKo. Let meask you this: 

In regard to this letter that was sent on April 15, Mr. Conway 
testified here yesterday that it was not the intention of the trust to 
cancel but just to write the letter. 

Mr. Ross. Mr. Chairman, I believe you had ruled that that would 
not be inquired into because of the pending litigation, what the pur- 
pose and intent or legal effect of that letter is. 

The Cuarrman. Is that the same question that was asked by 
counsel ¢ 

Mr. Cowen. Yes, sir. 

Mr. Ross. Yes, sir. 

The Cuatmman. I ruled on it once. 

Mr. ZeLENKO. Can he answer this, Mr. Chairman: 

Are you a defendant in that lawsuit ? 

Mr. Onassis. No, sir. 

Mr. Zetenko. Then I think, Mr. Chairman, I would be entitled 
to ask what his own understanding is. He is not part of the law- 
suit, and I do not understand that he has been called as a witness 
by any party yet. 

Mr. Ross. He is a 25-percent owner of the two companies and 
would be vitally affected by the results of that lawsuit. 

The Cuarrman. I think I would sustain the same ruling at the 
present time that I did against previously. 

The present witness, you say, owns a 25-percent interest and would 
be affected by the lawsuit ? 

Mr. Ross. That is correct, and undoubtedly would be an important 
witness in the lawsuit since he attended the meetings that are in- 
volved. 

The Cuarrman. And that question has been asked many times of 
Maritime. It was asked of the trustee. It was asked of the 
president. 

You can refrain from answering the question. 

Mr. ZeLeENKo. I want to see whether you do have an interest in 
this thing at all. 

And then I think, Mr. Chairman, if it is shown that he has, per- 
haps we can go on to something else. 

Ariona has a 25 percent interest ? 

Mr. Onassis. That is right. 

Mr. ZeLeNKo. Give us your exact interest in Ariona, how much 
stock you own, what company it is. 

Mr. Onassis. I can’t tell you exact, sir, but very close to exact. 
Ariona is a Panamanian corporation, and I think at the moment I 
own about 85 percent of the stock. 

Mr. ZELENKO. In your own name? 

Mr. Onassis. No. Name of another corporation which will end up 
with me. 

Mr. ZetenKo. Then I ask, Mr. Chairman, that he be permitted to 
testify. Hesays he hasn’t any interest in that corporation. 

Mr. Ross. No, he didn’t say that. 
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Mr. Zetenxo. In what corporation’s name do you have your in- 
terest in Ariona ? 

Mr. Onassis. You are asking quite technical things. 

There are 70-some corporations. I can’t remember exactly. 

You say to me if it is in my own name. If it isn’t I said no, but 
it might be in the name of another corporation whose stock is in my 
name. I don’t remember those things. If you like, I will find them 
out and let you know. 

Mr. ZectenKo. Let me get back to the proposition. 

The chairman ruled as he did because your counsel said that 
Ariona has an interest in that lawsuit of the Department of Justice; 
and also on the ground that you had told this committee before that 
you had an interest in Ariona. Now I ask you, sir, do you have an 
interest, in your own name, in Ariona ? 

Mr. Onassis. I don’t remember. 

Mr. ZetenKo. Do you know where the books of Ariona are? 

Mr. Onassis. I have to look into records. 

Mr. ZeteEnKO. Where are the records ? 

Mr. Onassis. Down in South America, sir. 

Mr. Zeten«Ko. In whose custody ? 

Mr. Onassis. In the office we have there. 

Mr. ZeLenKo. Can you get us those records ? 

Mr. Onassis. I can. They are here, the records. Aren’t they? 
They are in the Maritime Commission. They are in the Justice De- 
partment, except that it is not specified who the stockholder—there 
is nothing new about Ariona. 

Mr. Ze.enKo. I want to know, Mr. Onassis, whether you have any 
stock or interest in Ariona in your own name. That is the basis of 
the chairman’s ruling. 

Mr. Onassis. I have more than the majority stock. I said almost 
85 or 90 percent. 

Mr. ZeLtenko. In your own name? 

Mr. Onassis. Whether it is in my own name or through another 
corporation whose stock is in my own name, that is a detail which I 
cannot answer because I don’t know. 

Mr. ZetenKo. You say you don’t know whether or not you have 
an interest in your own name in Ariona? Is that your answer? 

Mr. Onassis. That’s right; in my own name. 

Mr. ZrLenxo. In your own name. 

Mr. Onassis. I don’t know. It might be in the certificate. The 
certificate might be to the bearer. I don’t know. 

Mr. ZetenKo. I ask then, Mr. Chairman, until such time that it 
is established that Mr. Onassis has an interest in Ariona, that your 
ruling be held in abeyance because the basis for your ruling was that 
Ariona is in that lawsuit. Now this gentleman has told us that he 
owns 85 percent of the Ariona. We assumed that he owned it and he 
would be a party. Now it comes out that there is a question as to 
whether he is in Ariona or not, and I submit that before he is entitled 
to that ruling we should have the proof here Or let this man, in any 
event, refresh his recollection before we go further. I think that is 
fair because he says he wants to tell the truth. We want to give him 
every opportunity. And, so, if you based your ruling on something 
that was erroneous, other than what they said, that’s different, but I 
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think we are entitled to have this man tell us the facts when he knows, 
and we can go ahead. 

Mr. Auten. M: iy I make a parliamentary inquiry ! 

The CuHairMan, Yes. 

Mr. Auten. Is it the intention to get the answer now and get the 
question settled later as to whether the answer should have been 
given ¢ 

Mr. ZeLenKO. No. 

Mr. Atien. If it was, I ask the Chair 

Mr. Zetenko. No, Mr. Allen. The chairman has ruled that it would 
not be fair because of the lawsuit for this man to give such an answer. 
And I say that we first should see whether he is entitled to the ruling 
of the Chair. So I would ask that it be held in abeyance until he gets 
the facts. I do not want to have him do something which is improper. 

The CuHarrmMan. Let me ask you this: 

You say there are other corporations that you were interested in 
that own the stock in Ariona ? 

Mr. Onassis. Maybe, sir. I am not sure, Mr. Chairman. That is 
what I said. The stock may be to the bearer. 

The CuatrmMan. You made the statement that you own 85 percent. 

Mr. Onassis. I do. By all means I do. But Mr. Zelenko asked 
whether—— 

The CHarrman. You made the statement that you own 85 percent 
of Ariona. 

Mr. Onassis. I do, sir. I haven’t changed that. That remains as 
I said it. 

The Cuamrman. How would you own it if it were not in your own 
name ¢ 

Mr. Onassis. I am saying, Mr. Chairman, that beneficially I own 
it. In other words, it might be to the bearer, the certificates; it might 
be in the hands of my custody; it might belong to another corporation 
which corporation 1 own myself and whose stock is in my name. I 
don’t know that detail. 

Mr. Ross. Mr. Chairman, may I make a brief statement on that? 

The United States Government indicted him and sued him for mil- 
lions of dollars on the strength that he and Ariona were one. And 
they contended that Ariona were the initials of his name, Aristotle 
Onassis, and it was ests ablished by the Government to its satisfaction 
to formulate the basis of the suits that Ariona and Onassis are one 
and the same. 

What he is saying is he doesn’t know how his Panamanian lawyers 
recorded it, whether it is in a street name, whether it is a brokerage 
account, whether it is a bearer matter or just what it is. But I am con- 
vinced that anything he says by way of admission against interest or 
any legal opinion he i is being asked to express as to the legal effect of 
the document would be prejudicial in the lawsuit. 

The Cuamman. Yes, we will pass that question up for the present 
time. 

Mr. Zevenko. Is the ruling of the Chair then—and I ask for that 
ruling, Mr. Chairman—that the answer to that simple question should 
be forthcoming sometime subsequent to now, because, if it comes out 
that this witness does not own this stock in his name, then he is not 
entitled to the ruling that you gave because if someone else owns the 











200 TRADE-OUT AND BUILD ACTIVITIES OF ONASSIS COMPANIES 


Ariona stock and not him, he is not even a party; he is not in interest; 
he has no connection. 

Mr. Onassis. I am telling you if it is someone else, I own that some- 
one else. 

Mr. ZetenKo. Is that the way this whole business of the purchase 
of the tankers took place, too ? 

Mr. Onassis. Well,no. That is most usual. 

Well, now, you have some subsidiaries, affiliates. 

Mr. Zetenko. That is right. That is just what we are trying to 
find out. 

The Cuarman. Let me ask you this: 

What proof did you give the trust that you own 25 percent in 
Ariona, that you own the stock, that you own the Ariona, to justify 
you to have a representative as a trustee? What proof did you give 
the trust ? 

Mr. Onassis. Mr. Chairman, I personally did not give the proof. 

The Cuamman. What ? 

Mr. Onassis. I personally was never asked to give a proof. But, 
since, as my counsel said, I was indicted and I was being sued on the 
fundamental and basic fact that Ariona and I were one and the same 
person, what more proof needs than that ? 

The Cuarrman. Let me ask the counsel this: 

Would you furnish the committee, in a reasonable length of time— 
say by the early part of next week—the facts as to these stocks that 
are owned, and the percentage of stocks in foreign countries that con- 
trol in his name the ownership of Ariona ? 

Mr. Onassis. We will have to get it. 

Mr. Ross. I have never had that information myself. It is kept 
out of the country, but Mr. Onassis informs me it can be made avail- 
able. 

The CuHarmman. He says that Maritime or Justice had this 
information. 

Mr. Onassis. They did, sir. But I think then again the informa- 
tion they have is on sworn statements. 

Mr. Ross. Maritime Administration, as I recall it, when told that 
Ariona owned 49 percent of this company, did ask for information as 
to who were the people who either owned Ariona or were the officials 
in charge of Ariona, and that was furnished to Maritime. That I 
can get for you. I will be glad to furnish it. 

Mr. ZecEnKo. May I suggest, Mr. Ross, that from the testimony 
we have had before the committee that all Maritime got was a letter or 
a document saying Mr. Onassis owns a percentage and somebody else 
owns a percentage, but that isn’t any proof. 

This gentleman has just told us that either he owns it in his own 
name or he owns it in the name of corporations and subsidiaries, but 
that isn’t any proof. I think we are entitled to know whether he has 
any right to be part of the trust. I think you will agree to that. 

That isn’t proof. We want it. 

Mr. Ross. Mr. Zelenko, he was being cautious because he is under 
oath and he doesn’t remember whether something is in his name, in 
one pocket or in another pocket. 

Actually, the proof was made available to the trustee in the pres- 
ence of the Department of Justice when this trust was established. 
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You went through that at the last hearing where Mr. Creon Broun 
testified to how, in the arrangements with the Justice Department, 
100 percent of the stock was held until such time as the trust could be 
established. 

On August 10, 1956, when the trust was signed, we had a closing in 
New York. A member of the Department. of Justice was there to 
supervise the proceeding. The trustee was there. Wewerethere. All 
the papers were prese nted, and at that time the trustee had all the 
proof in the world as to who owned the stock in these companies. 

Mr. Zetenxo. Mr. Ross, with all respect to you, I appreciate your 
summation, which is not proof. 

I contend that we have never seen any proof and there never has 
been any proof that we know of showing what this gentleman’s inter- 
est is in Ariona. All it was was letters, communications, and some- 
body’s word. We don’t intend to press them. We want to give him 
the opportunity. And, if the proof is there, can you tell us w ‘here it is 
or who has it or the last you people know about who has the proof to 
show Mr. Onassis’ interest in the Ariona, because if he does not have 
any interest in Ariona, then there is question as to whether or not he 
is entitled to the chairman’s ruling, whether he had a right to be up 
at the board of directors meetings of the Victory Carriers Corp., 
whether he had any interest in this ‘whatsoever. 

So you will submit that that is a fair request on my part. 

Mr. Ross. I misunderstood your question. I thought your question 
was what proof did the Grace Bank have. That is what I thought 
you stated, and that is what I was answering. 

Mr. ZetenKo. He said I am confused before. Maybe it is still left 
over. 

Mr. Ross. I can get for you the information that you request as 
Mr. Onassis’ identification with Ariona. 

Mr. Zetenxko. That is right. 

The CuHatrman. All right. Then we will go ahead. 

Are there any further questions? 

Mr. Zetenxo. Yes, sir. 

We will leave that point then. 

The CrHarrMan. Yes. 

Mr. ZeLenKo. And that is subject to counsel supplying to us this 
question of Ariona. 

Mr. Ross. Yes, sir. 

The Crarrman. It will be put in the record at this point. 

(The material mentioned follows:) 


SOCIEDAD INDUSTRIAL MARITIMA FINANCIERA ARIONA, Panama, S. A. 


The undersigned being the totality of the Directors of Sociedad Industrial 
Maritima Financiera Ariona, Panama, S. A. certify that according to the rec- 
ords of the Company, Mr. Aristotle S. Onassis holds 1,000 shares of nonpar 


value $10 each, representing the totality of the authorized and issued capital 
stock of the Company. 


In witness whereof they signed this Certificate on April 8, 1958. 
C. KONIALIDIS, 
N. KONIALIDIS. 
J. P. Casaux 
Mr. ZeLtenxko. It all depends, Mr. Chairman, I say, on what the 
records show, whether he has or has not an interest, and then we may 
need him back, depending on what those records show. 
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The CuHarrman. All right. M 
Mr. Onassis. If I may, Mr. Chairman-——- peri 
Mr. Tortzerson. A point of inquiry. | gro 
Is the Chair ruling now that that will take place? | that 
The Cuarrman. When we get the information M 
Mr. Totterson. Then the Chair will make a decision? M 
The Cuatrman. Yes; whether or not we would require the witness | W 
to answer the questions. W 
Do you have any other questions? notl 
Mr. Zecenxo. If he wants to say something, I do not want to pre- I 
clude him. but 
Mr. Onassis. There is a problem to be brought up with the sug- M 
gestion you just made. M 
You will have the information and the identification and any cer- M 
tification that you might need, but you say that, once you have that, M 
that will take a few days. M 
Mr. Zerenxo. I do not know. M 
Mr. Onassis. It will take some time. I 
The Cuarrman. That is all right. star 
Mr. Onassis. But then Mr. Zelenko added that he might want to | am 
ask me questions after he has gotton these documents, and I am not | talk 
going to be here, sir. M 
I came here. I have a subpena for today. I will be glad to stay | case 
another few days. But I can’t stay here another 10 days. I have Isa 
to go. M 
Mr. Zevenko. Mr. Onassis, you told us in the beginning that you M 
rame 30,000 miles, you were very anxious to assist this committee, Y 
and you have been here 3 times in the last few months. M 
The CuatrMan. We will not go into all that. I will cross that M 
bridge when we get to it. M 
Mr. Zetenxo. Mr. Onassis, I think you told us earlier that in | M 
drawing up the trust. agreement you were very active personally. | ovel 
Mr. Onassis. In drawing up the trust? 195: 
Mr. ZetenxKo. No. In getting together about the trust. M 
Mr. Onassis. No,no,no. What I said was in negotiating the settle- M 
ment. M 
Mr.. ZetenKo. Oh, settlement. star 
Mr. Onassis. With Mr. Warren Burger. G 
Mr. ZetenKo. The settlement that you were talking about was star 
the settlement of the case in which you and some of your companies M 
had been sued civilly by the Government and in whic h you aa some you 
of your companies had been indicted criminally ? S 
Mr. Onassis. That’s right, sir. be i 
Mr. Zetenxo. And you personally took up this question of nego- | thir 
tiations of the settlement. of that case? here 
Mr, Onassis. That’s right, sir. sayl 
Mr. ZetenKxo. With Mr. Burger? M 
Mr. Onassis. That’s right, sir. M 
Mr. ZeLenko. Can you tell. us, please, if you remember, about when | M 

it, was, the month or the year that you started to discuss this with | M 
Mr. Burger? } amt 
Mr, Onassis. I'll try, sir. M 
Mr. Zerenko. As best you can, and I promise you I shan’t try to ary 


bind you to any particular day, 
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Mr. Onassis. I was living in Europe at the time, and for over a 
period of months, on and off, we used to hear nasty cracks that a 
group of Greek shipowners are indicted in a sealed envelope. Isn’t 
that what they said? Well, I have to give the story. 

Mr. ZeLenkKo. Yes; let the witness testify. 

Mr. Onassis. So we hear that once, twice, 3 times, 4 times. 

What for? Why are we indicted? 

We couldn’t imagine why we would have been indicted. There was 
nothing. Because there was this civil claim ? 

I mean Mr. Stakem was in and out, whatever they were studying, 
but I don’t remember if they had started the civil suit. 

Mr. Ross. Yes, they had. 

Mr. Onassis. First? 

Mr. Ross. You mean forfeiture suits ? 

Mr. Onassis. Yes; and the indictment came out, too. 

Mr. Ross. Afterward, yes. 

Mr. Zetenko. May I correct something in my own mind. 

I think Mr. Doub told us last year that the criminal case was 
started, and, as a result of all the information—I do not know if I 
am right—they then started the civil case. Or am I wrong? I am 
talking about the forfeiture. 

Mr. Ross. That was what Mr. Doub said, but the first forfeiture 
case was the Lake George on which I gave the date before. I believe 
I said 1948. The criminal case came later. 

Mr. ZeLenKO. The criminal case started in 1953. 

Mr. Ross. I meant 1953. 

You mean the date the indictment was opened ? 

Mr. ZELENKO. Yes. 

Mr. Ross. I believe it was opened on February 8, 1954. 

Mr Onassis. And the civil suit was started ? 

Mr. Ross. There were about 18 civil suits. They were going on all 
over the country over a period of years, but the first one started in 
1953. 

Mr. ZeLenKo. 1953. 

Mr. Ross. I will get the date, if I may. 

Mr. ZeLENKo. In other words, we start with 1953. The civil suits 
start in 1953, and the criminal suits start in 1953 or 1954. 

Get us down, if you can, Mr. Onassis, to about the first time you 
started to talk with Mr. Burger. 

Mr. Onassis. I am coming to that because it is relevant to what 
you ask. 

So, since there was a civil suit, we couldn’t imagine why one should 
be indicted. However, it was a sealed envelope. Nobody knew any 
thing. I couldn’t stand the rumors. So I took a plane and I came 
here, and the minute I landed I sent a telegram to Mr. Brownell 
saying that having had—— 

Mr. ZeLtENKO. When was that? 

Mr. Onassis. Two days before the indictment maybe. 

Mr. ZELENKO. Two days before the indictment was opened ? 

Mr. Onassis. Just give me a chance and you will see. It is 
amusing. 

Mr. Ross. I would say that the indictment was opened on Febru- 
ary 8, which I think was a Friday, and you sent the telegram the 
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preceding Wednesday or Thursday. Friday was when the marshal 
came. 

Mr. ZeLeENKO. Where did you send the telegram to ? 

Mr. Onassis. From New York to the Attorney General of the 
United States. ” 

Mr. Zetenxo. That was the man whose law firm had advised you on 
some of those deals previously and for whom you paid fees? 

Mr. Onassis. Yes, sir. 

Mr. Zevenxko. In the same matter. 

Mr. Onassis. In the same matter. 

And I say, “Having heard the rumors that I might be included 
among indictments in a sealed e nvelope, I have arr ived in this country 
and I place myself at your disposal.” 

Mr. Zetenko. This is before the indictments were opened ? 

Mr. Onassis. Before they were opened. 

Mr. Zetenxo. And you did not know for sure whether you were 
in it? 

Mr. Onassis. I didn’t know for sure. I just wanted to get clear; 
it there was anything to come out, let’s discuss it. 

Mr. Zetenxo. You were advised that your former lawyer might 
have even thought of indicting you ? 

Mr. Onassis. What? 

Mr. Zetenxo. That Mr. Brownell might even think of indicting 
you. That’s why you came back ? 

Mr. Onassis. Remember I did not know Mr. Brownell personally. 
IT knew the head of the firm was George Lord. I never had any dis- 
cussions with Mr. Brownell. Others did, but not myself, in those 
days. 

Mr. Zetenxo. Which others? 

Mr. Onassis. Other firms, other similar cases. They had consulta- 
tions, like Mr. Kulukundis, for instance. 

Mr. ZeLENKO. On the same set of procedures? 

Mr. Onassis. Similar. Mr. Kulukundis was indicted, and Mr. Kul- 
ukundis, instead of having ee Lord or any other of the firm—I 
mean that is what I heard: am not sure of it—had Mr. Brownell 
personally, and he was also ‘esbieten, and he was sued,’‘and he was 
advised privately. 

Mr. ZetenKo. We are now down to 2 days before. 

Mr. Onassts. So I send this telegram, and I hope I receive an 
answer, “Come over here. We have this claim against you. Instead 
of that, I’m having lunch at the Colony Restaurant in New York, 
and the marshal appears and says, “You are under arrest.” 

Mr. ZetenKo. When did you start to talk to Mr. Burger? By the 
way, who is Mr. Burger? What was his title? 

Mr. Onassts. The “Assistant Attorney General. 

Mr. ZeLenKo. When did you start to talk to him? 

Mr. Onassts. That, I don’t remember, because a lot of emotions 
went through at that time. 

Mr. Zetenxo. At the time you started to talk to him, you had a 
lawyer, did you not, representing you in these cases ? 

Mr. Onassis. Oh, yes. Mr. Ross was one of them. 

Mr. ZrienKo. In this case, you had a lawyer? 

Mr. Onassis. Yes. 
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Mr. ZetenKo. Mr. Ross was your lawyer? 

Mr. Onassis. Yes; Mr. Tuttle, Mr. Ross. 

Mr. ZeLenko. Charles Tuttle was your lawyer? 

Mr. Onassis. Mr. Charles Tuttle; yes. 

Mr. Zetenxo. And Mr. Ross was your lawyer? 

Mr. Onassis. Yes. 

Mr. ZeLtenko. They had filed to appear or represent you or de- 
fend you in those cases / 

Mr. Onassis. That’s right. And they were attending the civil suits. 
The criminal suit was a special one. 

Mr. ZetenKko. Right. Who appeared for you in the criminal suit? 

Mr. Onassis. Mr. Ross. 

Mr. Zetenko. Who else? 

Mr. Onassts. And Mr. Leahy. 

Mr. Zetenko. And did you tell your lawyers that you were going 
to go down, personally, to talk to the Assistant Attorney General 
about settling these cases? Did you tell that to your lawyers 

Mr. Onassis. Yes, and they didn’t like the idea very much. 

Mr. ZeLteNKO. You did, anyway ? 

Mr. Onassis. Yes, sir, and I am very proud about it. 

Mr. Zetenxo. Did the Assistant Attorney General talk to you, per- 
sonally, about some of these cases / 

Mr. Onassts. Oh, yes; sitting there with the lawyers and every- 
body. 

Mr. ZeELENKO. Your lawyers were present, too ? 

Mr. Onassis. Oh, yes. 

Mr. ZELENKO. When was the first time? Give me the date, as near 
as you can, after February. 

(The witness confers with his counsel. ) 

Mr. Onassis. You see, Mr. Zelenko, I was indicted. Then we 
went through the procedure and so on and out, and then they set 
another date. 

(The witness confers with his counsel. ) 

Mr. Ross. We signed up December 21, 1955. 

Mr. Onassis. Mr. Zelenko wants to know what was the first day I 
went to see Mr. Burger. 

Mr. ZELENKO. Approxim: itely. 

Mr. Ross. I think you went in the spring of 1955, I believe. 

Mr. Onassis. I couldn’t tell. 

Mr. ZreLtENKO. You see why, Mr. Onassis. I will give you the pur- 
pose of the question. Last year, Mr. Warren Olney, who was in the 
yee rs wre of Justice, told us that only a lawyer named Mr. Tuttle 

‘ame down to discuss it. 

Mr. Onassis. That’s the criminal. 

Mr. ZeLenKo. Yes; the criminal. He didn’t mention a thing about 
you. 

Mr. Onassis. I think I tried to see Mr. Olney, but he turned me 
down. Hewasthecriminallawyer. But Mr. Warren Burger was the 
civil, and he did the negotiations. 

Mr. Zetenxo. Except this: Mr. Olney told us that Mr. Tuttle 

came down to discuss both the civil and the criminal cases. 

Mr. Onassis. That, I don’t know. 
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Mr. Zetenxo. You don’t know anything about that. All right. 
Tell us what you do know about when you first came down to talk 
to Mr. Burger. 

Mr. Onassis. We will find the date. That is not difficult. I went 
to see Mr. Burger, and when I sat—excuse me. I will repeat again 
what I said. I said, “Mr. Burger, what is the ransom?” 

Mr. ZeELENKO. What’s the ransom ¢ 

Mr. Onassis. Yes, sir. He laughed about it. After that, he said, 
“$20 million.” I said, “Where do you take this figure from?” 

I explained to him that these companies had made to this day, they 
have made about $200 million gross. It has given to more than 
1,000—I mentioned that, Mr. Zelenko, because you are very sensitive 
about it, and very rightly so—it created jobs to over 1,000 American 
officers and seamen over a period of 10 years. This is equivalent to 
one of the big, subsidized American companies’ seamen personnel with 
the exclusion of their passenger ships. I am talking of the ships of 
cargoes. 

Mr. Zevenko. Before you go into that, will you just get down to 
telling about Mr. Burger ? 

Mr. Onassis. I am telling. 

Mr. ZeLenko. This is what you told Mr. Burger ? 

Mr. Onassis. Yes. 

Mr. Zenenko. Did you tell him how much you made out of the $200 
million ? 

Mr. Onassis. Out of this $200 million, the whole thing went to the 
companies, to wages. All went to taxes, to settlement. All that went 
to America, 

Mr. Zetenko. You tell Mr. Burger how much you made out of the 
$200 million ? 

Mr. Onassis. Mr. Burger said, “You made, in addition to that, by 
using those vessels, $20 million, and I want that money back.” 

I say, “Why? We have signed the contract. with the Maritime 
Commission. The rate was agreed. Everything was agreed. And 
we paid, regularly, that rate. The companies made money. They 
paid taxes. They bought more ships.” 

Mr. ZeLENKo. Continue with just that phase. 

Mr. Onassis. Then I said to Mr. Burger, “Mr. Burger, if I had 
done all this in England or in some other country, I would have been 
knighted. Here, I am being indicted.” 

And then, of course, the horse trading started. From $20 million 
he went down to $12 million; from $12 million he went down to $8 
million ; from 8 he went down to 5. 

This 5 then, he changed his mind and jumped up to7 again, because 
the market was going up, the value of the ships. And we finally came 
toasettlement. That’s all. 

Mr. ZeLenKO. Was that all at the first meeting? 

Mr, Onassis. Oh, no. My God, no. It took about 8 months back 
and forth to Europe; meetings. 

Mr. Zetenxo. You continued the meetings in Europe with him? 

Mr. Onassis. No, no, no. 

Mr. ZeLenKo. That is what I want to know. 

Mr. Onassis. I never seen Mr. Burger in Europe. 

Mr. ZELENKO. How many meetings did you have with Assistant 
Attorney General Burger on settling this? 
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Mr. Onassis. I would say roughly about 10, 12 times, maybe 15 
times. I don’t know, sir. 

Mr. ZeLenko. Where were these meetings held ? 

Mr. Onassis. In his office right here in the Department of Justice. 

Mr. ZELENKO. Were any other members of the Department ee d 

Mr. Onassis. Oh, yes; he always had his assistants. He had 2 or 
assistants, and our lawyers, and nobody else. That’s all. 

Mr. ZeLenKo. You were the one that took the active part in the 
negotiations. Is that right? 

Mr. Onassis. Yes. I'd say, “What's their answer? I want to be 
a free man again.” 

Mr. Zecenko. Talking about being a free man again, tell me what 
part of the discussions were involved with the criminal case against 
you. 

Mr. Onassis. I specifically, Mr. Zelenko. Whether the egg came 
before the hen or the hen after the egg, I don’t know. That was a 
technical thing. 

Mr. Zevenko. I don't care which came first, but I want you to tell 
us what discussions you had with Mr. Burger about the criminal phase 
of your case. 

Mr. Onassis. The understanding was I told Mr. Burger repeatedly, 
I said, “Mr. Burger, I feel that we are so innocent and so right that I 
challenge you if you remove that indictment. I will continue litiga- 
tion with you and I will win it, and if it takes me the rest of my life.” 
But he wouldn't do it. 

Mr. ZecenKo. He wouldn’t do what? 

Mr. Onassis. He wouldn’t remove the indictment. 

Mr. ZeLenKo. He didn’t remove the indictment ? 

Mr. Onassis. No, because that was the argument that he had in his 
head. That was the ransom. 

Mr. ZeLenKo. But the indictment was removed, was it not, from 
you, personally ¢ 

Mr. Onassis. Later. Oh, I don’t know what they have done lately. 
There was a settlement. 

The CuarRMan. We will recess until 3 o'clock. 

Conditions in the House make it impossible to meet again this 
afternoon before 3 0’c ‘loc k, 

(Whereupon, at 12:35 p. m., the subcommittee was recessed, and, 
thereafter, being unable to reconvene at 3 p. m., the hearing was 
recessed subject to the call of the Chair.) 
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TUESDAY, JUNE 25, 1958 


Housrt oF REPRESENTATIVES, 
SpeciAL COMMITTEE OF THE 
CoMMITTEE ON Mercuant MARINE AND FISHERIES, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 

Present: Representatives Bonner, Kluczynski, Zelenko, Tollefson, 
and Allen. 

Present also: Representative Van Pelt. 

Present also: Bernard J. Zincke, counsel; Robert H. Cowen, coun- 
sel, and William B. Winfield, chief clerk. 

The CHarrMan. The committee will be in order. 

Before resuming the hearings this morning, Mr. Zelenko, of the com- 
mittee, has asked to read a statement in the record at this time, and 
then we will proceed with the witness, Mr. Onassis. 

Mr. Zetenko. Would you sit down a moment, Mr. Onassis? I be- 
lieve I was questioning you before we adjourned last week. Before 
we proceed with you, I should like to read a statement. 

Mr. Chairman, during the course of the hearings on this subject last 
year, it was brought out by an Assistant Attorney General, Mr. Doub, 
that the trust which forms the basis of this entire transaction was 
based upon all the prior proceedings in the matter and included the 
civil and criminal actions against Mr. Onassis and his interests. 

A portion of the testimony of this present witness, Mr. Onassis, 
makes me feel that it is vital to this inquiry that the former Attorney 
General of the United States, Herbert Brownell, Jr., appear before us. 

Among other things, this witness, Mr. Onassis, has testified briefly 
thus far that some years ago, when he attempted to purchase the 
vessels which are the subject of these hearings, he retained, among 
others, the law firm of Mr. Brownell. 

Mr. Onassis further testified that, as a result of the advice obtained 
from this law firm, he did effect the purchase of the vessels. These 
vessels, purchased under the Ship Sales Act of 1946, required Ameri- 
can citizenship control, and were bought by the Onassis interests 
after his advice from the Brownell law firm, which the other day 
Mr. Onassis characterized as follows: 

You can go ahead and set up, find an American citizen. Whether he is rich 
or poor doesn’t make any difference. Give him the controlling interest and you 
hold the minority interest. 
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This, of course, involved the serious question as to whether or not 
control of these vessels was actually in American hands or merely so 
by pretext. 

Mr. Onassis further testified that he followed this advice; that, if 
he had not been told to do so by the Brownell firm, he would not 
have gone ahead with the purchase. Subsequently, the entire trans- 
action was the subject of inquiry by the Department of Justice and 
the FBI prior to 1952. While their investigation was still being con- 
ducted and in 1953 Mr. Onassis’ lawyer, Mr. Brownell, became the 
Attorney General of the United States. 

Subsequently, in 1953 or in 1954, this witness, Mr. Onassis, was 
indicted by the Department of Justice, which was still headed by his 
former lawyer, Mr. Brownell. Civil litigation was also commenced 
igainst him and his interests on the same subject. Both the civil and 
criminal litigation were based upon the subject matter of the advice 
given to him several years before by Mr. Brownell’s law firm. In 
other words, Mr. Onassis found himself indicted criminally and sued 
civilly for acts which he claims he committed upon the advice given to 
him by Mr. Brownell’s law firm, among others. 

In 1955, subsequent to the indictment and subsequent to the initia- 
tion of the civil suits, the criminal indictment, upon motion of the 
Department of Justice, was dismissed against Mr. Onassis and certain 
other individuals. 

The civil litigation was settled, and part of the settlement was the 
trust which is the subject of the inquiry herein. 

The dismissal of the indictments against Mr. Onassis and the settle- 
ment of the civil litigation occurred ‘while the Department of Justice 
was still headed by Mr. Brownell. 

It is obvious that Mr. Brownell should welcome the opportunity to 
explain to this committee his participation in and connection with 
this matter from its inception. 

The question as to whether or not in 1953 he should have or did 
disclose his prior interest in the matter before acting in his official 

capacity is of great significance to this inquiry. By reason of all 
the foregoing, I request that he be invited to appear before the 
committee. 

That is my statement, Mr. Chairman. 

The Cuarrman. We will proceed with the present witness. 


TESTIMONY OF ARISTOTLE S. ONASSIS AND EDWARD J. ROSS, 
COUNSEL, BREED, ABBOTT & MORGAN, NEW YORK—Resumed 


Mr. ZeLtenko. I was questioning the witness. 

Mr. Onassis. Mr. Zelenko, in parenthesis, I did not have the oppor- 
tunity to complete my sentence the other day. It might be useful 
information for your file. 

Mr. ZeLENKO. Would you talk a little louder, please ? 

Mr. Onassis. Yes. Sometime about 2 or 3 years ago, Mr. Brownell 
was called in the court in another case similar to ours. It was all in 
the papers. He was asked by the judge: he was handed his own legal 
advice given like in our case, and the judge asked Mr. Brownell, “Has 
anything occurred, Mr. Brownell, in the last few years since the day 
you gave this legal advice to this date so that you might have to 
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change your views, the views expressed in your legal advice?” and 
Mr. Brownell answered, “No; nothing has taken place to change my 
views. I stand by my legal opinion and by the letter I have given at 
the time.” 

Yet he was the Attorney General and the prosecutor of that case. 

Mr. ZeteNKo. What you are trying to tell us now, and see if I under- 
stand you, Mr. Onassis, is that in a “similar case such as yours where 
someone else had purchased ships such as yours ? 

Mr. Onassis. That is right. 

Mr. ZeLENKO. This other person, before Mr. Brownell had become 
Attorney General had received advice from Mr. Brownell similar to 
yours ¢ 

Mr. Onassis. And in that particular case it was personally from 
Mr. Brownell, the advice. It wasn’t the firm. 

Mr. Zetenko. Right. Then I assume, from what you are telling us, 
that this same person was indicted the same as you were? 

Mr. Onassis. That is right. 

Mr. Zetenxo. And then you are telling us now that, after Mr. 
Brownell became Attorney General, there was a case in a court ? 

Mr. Onassis. In the criminal court. 

Mr. ZetenKo. In a criminal court, and the judge asked Mr. 
Brownell ? 

Mr. Onassis. To appear 

Mr. ZeLenKo. To appear, and in substance, he said to Mr. Brownell, 
“You advised these people when you were a private lawyer.” 

Mr. Onassis. That is right. 

Mr. ZELENKO. “That it is perfectly all right to go through the 
procedure this way” and they did? 

Mr. Onassis. That is right. 

Mr. ZrLenxo. And it is the same as 

Mr. Onassis. And he showed his own letter. 

Mr. Zetenko. And he showed Mr. Brownell’s own letter. And the 
judge then asked Mr. Brownell, who was Attorney General, you 
say 

Mr. Onassis. That is right. 

Mr. Zetenko. “Do you still claim that your advice was proper?” 

Mr. Onassis. Yes. 

Mr. Zetenko. What you are telling us now, Mr. Onassis, is that, 
even though Mr. Brownell had advised this party the same as he had 
you to go ahead and buy the ships in the methods that he had advised 
you to do that, Mr. Brownell subsequently indicted this man for the 
very thing that he had advised him on, and that is the same thing that 
h: appened | to you? 

Mr. Onassis. That is right. Well, in my case it was not Mr. 
Brownell, personally. 

Mr. ZeLEnKO. It was the same law firm? 

Mr. Onassis. That is right. 

Mr. Zetenxo. And you say that Mr. Brownell told the judge, “Well, 
my advice is still the same” ? 

Mr. Onassis. “Still good”; yes, sir. 

Mr. ZetenKo. Do you remember, or do you know of your own 
knowledge, whether any question was then directed to Mr. Brownell 
as to why he indicted the man for the same advices he had given ? 
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Mr. Onassis. I saw that in the newspapers, sir. All I have seen 
in the papers was, “Has anything happened to make you change the 
views expressed in that letter ?’’- -from the day he w as a lawyer to the 
day he became Attorney General, and he said, “No.” 

Mr. ZetenKo. Do you know the name of th: it case? 

May I ask your lawyer, Mr. Ross, can you give us the name of that 
case and the court that it was in, please ? 

Mr. Ross. Yes, sir. May I also make a slight correction in the facts 
about this case? The case is United States v. Philadelphia Marine 
Corporation. 

Mr. ZeLenko. Pardon me. When you say correction, we are not 
going to hold Mr. Onassis strictly to the substance. You are going 
to give us the facts on the name of the case. 

Mr. Ross. The name of the case was United States v. Philadelphia 
Marine Corporation, and it was the first of the criminal trials that had 
ensued in the shipping investigation. 

Mr. Zetenxo. What was the date of it, please ? 

Mr. Ross. I am sorry. I do not know. It was about 1954, the early 
part of 1954, if I recall correctly, or the latter part of 1953. 

Mr. ZeLenko. In what court ? 

Mr. Ross. It was in the District Court for the District of Columbia, 
and the same prosecutor who obtained the indictment in the United 
States Petroleum Carrier situation obtained the indictment in that 
case. 

He was charged with the indictments for all the shipping trans- 
actions and there were a large number that had been issued. 

In that case Mr. Brownell had not been called by the court. He was 
subpenaed by the defendants as a witness in behalf of the defense, and 
he testified as a defense witness in the case in which his assistant, Mr. 
Krouse, was the prosecutor, and there was an acquittal in that case. 

Mr. ZevenKo. Do you have a copy of the minutes of that trial ? 

Mr. Ross. Well I have the transcript of Mr. Brownell’s testimony. 
That is all I ever had. That was of interest to us in our own case. 

Mr. ZeLteENKO. Would you be good enough to let the committee have 
the use of it ? 

Mr. Ross. I would be happy to; yes, sir. 

Do you want it now? 

Mr. ZeLtenKo. If you do not mind. 

Mr. Ross. Mr. Onassis is saying what he read in the newspapers 
and those newspaper reports are often not completely accurate, as you 
know. 

Mr. ZeLeNKO. You have the press right behind you. 

Mr. Ross. Because of the technicalities involved. 

Mr, ZeLtenko. Now, Mr. Onassis, I believe that when we adjourned 
last week, you had been telling us about your numerous interviews 
with Mr. Burger. 

Mr. Onassis. Y es, sir. 

Mr. ZeLeNKo. I believe that when you heard that you may have 
been indicted, you sent a telegram to Mr. Brownell and that then 
subsequently you started to meet with Mr. Burger? 

Mr. Onassis. Well—— 

Mr. ZeELENKo. Some time after ? 

Mr. Onassis. I was in Europe. The rumors that we were indicted in 
the sealed envelope started in Europe and they went on for a few 
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months, so I decided to come up here and find out how true the rumors 
were, and, when I arrived here, I sent a telegram to Mr. Brownell and 
48 hours later the envelope was opened and I was indicted and a good 
many other names came out as being in that envelope. 

Shall I read the telegram ? 

Mr. Ze_tenKko. Would you be good enough to read the telegram 
with the date? 

Mr. Onassis. The date is February 4, 1954, addressed to Hon. Her- 
bert A. Brownell, Jr., Attorney General of United States Department 
of Justice, Washington. 

I] wish to inform you that having arriving from Europe on Monday night I 
place myself at your disposal during my visit in this country for any information 
you or your Department might care to have. 

The reward for that was an announcement that I am under arrest, 
sir. 

Mr. ZetenkKo. Before you tell us what your reward was for sending 
the semen may we ask that the telegram be put in the record, Mr. 
Chairman ¢ 

The CHamman. It may be put in the record. 

(The telegram referred to follows :) 

FEBRUARY 4, 1954. 
Hon. Hersert A. BRowWNELL, Jr 
Attorney General of United States, 
Department of Justice, Washington 25, D. C.: 

I wish to inform you that having arrived from Europe on Monday night I 
place myself at your disposal during my visit in this country for any informa- 
tion you or your Department might care to have. 

ARISTOTLE S. ONASSIS. 

Care of Central American Steamship Agency, Inc. 

655 Madison Avenue, New York, N. Y. 

Mr. Zetenko. Then you say that it was anno eee that you were 
indicted. How did you get into contact with Mr. Burger? Who put 
you in contact with Mr. Burger ? 

Mr. Onassis. That comes much later. We looked into the dates and 
so on, and it seems that my first date with Mr. Burger wasn’t until 
June. 

Mr. Ross. June 1955. 

Mr, Onassis. Counsel can give you the details 

Mr. Zetenko. June 1955 

Mr. Onassis. That is right, sir. 

Mr. ZeLtenko. How did you happen to come in contact with Mr. 
Burger ¢ 

Mr. Onassis. May I let the counsel explain ? 

Mr. ZeLtenko. Briefly. Ido not want to speiid too much time. 

Mr. Ross. I didn’t make the call but I understand that either Mr. 
Onassis or someone else called Mr. Burger and said, “If you want 
to work out a settlement, can I come and see you?” 

Mr. Onassis called. 

Mr. Onassis. From New York I put a tele ‘phone ec: all to Mr. Burger. 

Mr. ZeLtenKo. Did you know Mr. Burger before you called him? 

Mr. Onassis. No, but I was told it was the Assistant Attorney Gen- 
eral for the Civil Division, Mr. Warren Burger, and I placed a call 
and said, “May I come?” 

Mr. ZetenKko. At that time you were still under indictment, were 
you not ¢ 
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Mr. Onassis. Oh, yes. 

Mr. ZeLenko. And you called this man who was one of the Assistant 
Attorneys General and said, in substance, “I want to talk to you”? 

Mr. Onassis. “May we come and see you about our case to negotiate 
or to discuss where do we go from here?” 

Mr. Zetenko. You had a number of meetings with him, I think you 
said about 7, 10, or 12. 

Mr. Onassis. Seven, ten, several anyway. 

Mr. ZeELenko. Starting in June of 19554 

Mr. Onassis. That is right, sir. 

Mr. Zevenko. Until about what time approximately ¢ 

Mr. Onassis. Again I will have to ask counsel to refresh my memory. 

Mr. Ross. Well, the meetings were in two phases. We started in 
June of 1955 and we reached a settlement figure of $5,700,000 during 
the month of June. 

We spent the summer drafting the settlement agreement and in 
September Justice Department called off the settlement without giving 
any reason, and we were then faced with a stone wall as far as making 
any progress was concerned. 

Then we were able to resume negotiations in November of 1955, 
and those negotiations culminated in the final settlement agreement 
that was signed on December 21, 1955. 

Then the figure was raised from $5,700,000 to $7 million. 

Mr. Auten. Mr. Chairman, may I ask a question ? 

The Cuarrman. Yes. 

Mr. Atien. Is that settlement agreement in the record ? 

Mr. Ross. I believe it is in the record of your prior hearings. I 
have seen it there, yes, sir. 

Mr. Auten. Thank you. 

Mr. Ze.tenxo. That involves, Mr. Onassis, the civil phase and I 
think when you were here last Thursday, we were just getting down 
to the point about the criminal phase of it being settled at the same 
time. 

I think you indicated that you said that you were interested, dur- 
ing the course of your discussions, in the criminal case against you 
personally. 

Now, will you tell us about the discussion of the criminal case any- 
where during these discussions ? 

Mr. Onassis. What is the question? I don’t get the question. 

Mr. ZevtenKxo. The question is this: When the case was finally 
settled the civil case was settled in accordance substantially wit 
what Mr. Ross just told us but at the very same time the criminal 
case was disposed of. 

The indictment against you personally was dismissed and against 
Mr. Becker and some other individuals and some of your corpora- 
tions, I believe, pleaded guilty and paid some fines. 

Now, what I want to know is, Will you give us the discussions in 
relation to the criminal phase of the case ? 

Mr. Onassts. I think, Mr. Zelenko, that a child can see without 
being told that this whole thing starts from the criminal case. If 
there was no criminal case or if the criminal procedure, so to speak, 
was not available, there would have never been a case because there 
was no case and the facts and the subsequent settlements and all 
those things plus the previous advices, et cetera, the legal advices 
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of the 375 lawyers plus the confirmation of the General Counsel of 
the Maritime Commission that “this is all right, you people can go 
ahead and buy ships,” all these facts tell you that, unless there was 
the means of an indictment, there wouldn’t have been any case. 

Mr. ZeLeENKO. What I mean is this. Did you take up during the 
course of your discussions the criminal case? I assume that you 1 did. 

Mr. Onassis. I must say that as I told you when I went the first 
word I said to Mr. Burger was, “What is the ransom, Mr. Burger?” 
That gives us all the answer. 

Mr. Zetenxo. And what you mean by “ransom” was, “What about 
the criminal case?” 

Mr. Onassis. There was nothing but that. 

Mr. ZeLENKO. That was what was in your mind ? 

Mr. Onassis. In my mind. 

The CuHarrman. What is your definition of this word “ransom”? 

Mr. Onassis. Well, it isn’t my definition, sir. Ransom means re- 
capture of your freedom. By “ransom,” I mean release out of a cer- 
tain position that circumstances put you in. I don’t know. 

The CuHatrMAn. Go ahead, sir. 

Mr. ZeLenKO. Now, I assume that there was discussion. 

Mr. Onassis. It used to happen among the best of people. Kings 
used to take kings and pay ransoms. 

Mr. Zetenxo. You mean the best people paid it but the worst 
people asked for it. 

Mr. Onassis. Well, I don’t know. 

Mr. ZeLteNKo. Now, if you can remember, Mr. Onassis, was there 
any discussion in the series of discussions with Mr. Burger or some- 
one else in the Department of Justice about the criminal case while 
you were discussing ? 

Mr. Onassis. I think and not only I think, I remember in one or 
two occasions Mr. Burger mentioned that he was dealing with the 
civil case but it was left to the imagination, if you like, or implied 
if you like, or insinuated. that naturally what we were dealing with 
was the criminal case. 

Mr. ZetENKO. Let me understand this. 

Although you were talking about the civil case, it was implied or 
understood or there was an understanding, you say, that the criminal 

case would be taken care of? I do not want to put words in your 
mouth but you have just indicated something to that effect. 

Mr. Onassis. Mr. Zelenko, the other day I told you something 
much more enlightening than what you are asking me to say now. 

Mr. ZeLENKO. Will you repeat it? 

Mr. Onassis. I have repeatedly told Mr. Burger when we were 
dealing from $20 million to $5 million to $7 million and naturally he 
would bring the merits of his case or he would bring the merits of 
our merits in order to, just like you negotiate any ‘other de: al, re- 
peatedly I told Mr. Burger, “Mr. Burger, I am so sure that there is 
no case and that we are going to win that I invite you if you prefer 
drop the charges, the indictment, and I will litigate for the rest of 
my life because I know we are going to win this case.’ 

As a matter of fact, by that time in one court, we had sei won. 

Mr. Zetenxo. You mean this other case that you are talking about ? 

Mr. Onassis. No, our own case. 
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Mr. Ross. In the Lake George case, the court held that the Gov- 
ernment had no right to seize these ships, that there was no statute 
that authorized the seizure. 

Mr. ZeLeENKO. Mr. Ross, we were over that last week and I believe 
it was on a particular subject because last year, in the hearings, it 
was agreed that whatever ruling in the Lake George case it did not 
preclude the Government going ahead with the criminal case. 

Mr. Ross. I thought you asked Mr. Onassis what civil case we had 
won. 

Mr. Zretenxo. You say that in the first part A the discussions 
which ended in June 1955 it was sort of agreed that $5 million would 
be the ransom, to use your own expression. 

Mr. Onassis. He started with $20 million and then I left, and then 
finally they finalized on $5 million. 

Counsel can give that detail. 

Mr. ZeLtenxKo. At that time, had any discussion been had about the 
criminal case, or was it still one of these things that was understood 
that would be part of the whole deal ? 

Mr. Ross. You ask that of me? 

Mr. ZELENKO. Yes. 

Mr. Ross. I had brought it up with Mr. Burger, but Mr. Burger’s 
position was that he would not discuss it or consider it, that we could 
only discuss the civil settlement and that any negotiations that took 
place with respect to the indictment must go on the criminal end so 
that whatever discussions I had there were with Mr. Olney and his 
associates. 

Mr. ZeLenKo. Did you discuss the criminal case with Mr. Olney ? 

Mr. Ross. Oh, yes, sir. 

Mr. Zetenxo. And in discussing the criminal case, did you apprise 
Mr. Olney of what had been taking place in the civil division about 
the amount of the ransom, as Mr. On: jagsis puts it? 

Mr. Ross. Mr. Olney would only discuss the criminal aspect. I 
personally assume that he must have been in touch with Mr. Burger 
and, as members of the same law office and having lunch regularly, 
they must have known what was going on, but I did not discuss the 
civil settlement with Mr. Olney. 

Mr. Auten. Will the gentleman yield ? 

Mr. ZeLenxKoO. Yes. 

Mr. Auten. Is that an assumption based on something you know 
or is it an assumption out of thin air? 

Mr. Ross. It is not an assumption out of thin air because there had 
been a previous settlement in the Niarchos situation where the criminal 
case was settled on the same day as the civil suit, and that was the 
disposition made by the Justice Department of all litigation so that 
I assumed that we would be treated equally with the Niarchos group. 

Mr. Auten. Did you have any basis of direct information or any 
observation that gave you the right to assume that in this Onassis set 
of cases there was a similiar knowledge between the two departments 
or divisions of Justice? 

Mr. Ross. There was nothing that was stated by either Mr. Burger 
or Mr. Olney that would warrant the assumption. It was my own 
appraisal of the situation. 

Mr. Autiten. Thank you, Mr. Chairman. 
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Mr. ZeLenKo. What you are saying, Mr. Ross, is this. I think you 
indicated that this was one law office and you assumed perhaps that 
the different members of the law office would or perhaps did discuss 
the matter between them but you did not know of your own knowledge. 

Mr. Ross. I kept saying, “It is one law office. Why should I be 
shuttled from the criminal to the civil division? Why not take it up 
together ?” 

But they insisted that they were different divisions and they must be 
handled separately. 

Mr. ZetenKo. That law office at that time was still headed by Mr. 
Brownell, and whether he took part in the decisions, you do not know ? 

Mr. Ross. I wouldn’t know, no, sir. 

Mr. ZELENKO. Now, you were actively and professionally concerned 
with the welfare of your client at the time of the indictment, were 
you not, Mr. Ross ? 

Mr. Ross. Y es, Sir. 

Mr. Zetenko. Do you remember whether or not there was any dis- 
closure at all anywhere at the time you got into the case about the 
fact that Mr. Brownell and his law firm had been in this matter from 
its inception other than what you people knew yourselves ? 

Mr. Ross. None, except what I knew from the records we had in 
our own office. 

Mr. Zevtenxko. I see. There was no disclosure to the press or to 
the executive department that you know of ? 

Mr. Ross. I don’t know of any, no, sir. There may have been 
some. 

Mr. ZeLtENKO. Now, Mr. Onassis, you know Mr. Morse of the Mari- 
time Administration ? 

Mr. Onassis. Mr. Clarence Morse? 

Mr. ZeLen«KoO. Yes, sir. 

Mr. Onassis. Yes, sir. 

Mr. ZeteNKo. How long have you known him? 

Mr. Onassis. I think you asked the question to Mr. Morse. I was 
here. Iti is about the same what he said, roughly, the dates. I think 
it was in 1946 the first time I met him. I knew of him years before 
that but the first time I met him it was along in 1946. 

Then, since then, I had not seen him again until he became head 
of the Maritime Commission. 

Mr. ZetenKo. Now, I believe he indicated the other day that some 
time in 1956 or 1957 he met with you in Europe. 

Would you be good enough to give us the circumstances of the meet- 
ing, and what transpired ? 

Mr. Onassis. Yes, sir. I was in Monte Carlo and I had heard that 
Mr. Morse was in Genoa assisting to some conferences or something 
like that and then I went to Paris and I heard Mr. Morse was in 
Paris. I called him at his hotel and I invited him to lunch with Mrs. 
Morse, my wife; just the four of us. We had lunch. 

Mr. Zevenxo. Was that after the trust agreement had been signed ? 

Mr. Onassis. I don’t remember, Mr. Zelenko. That is easy to 
find out because I think that was in the summer of 19: 56, if I am right, 
and the settlement was when ? 

Mr. Ross. The trust agreement was August 10, 1956. 

Mr. Onassis. What month it was I don’t remember, sir. 
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Mr. ZetenKo. During the course of your visit together, did you dis- 
cuss with Mr. Morse the ‘subject matter of these vessels ? 

Mr. Onassis. Not that I remember. 

Mr. Zecenxo. Not at all? 

Mr. Onassis. I think, if my recollection is right, that the purpose 
that I invited Mr. Morse was to present him the little child, the little 
boy, my son, just to know him, to have a look at him; but I don’t 
remember whether I—— 

Mr. Zectenxo. Your children were in Europe? 

Mr. Onassis. They were in Paris. 

Mr. ZetenKko. They live in Europe. Did you discuss the trust it- 
self ? 

Mr. Onassis. Not that I remember. 

Mr. Zetenko. How long did this meeting take place or this visit? 

Mr. Onassis. You mean this luncheon / 

Mr. ZectenKko. The luncheon. 

Mr. Onassis. We started around 12:30 and finished around 2: 30 
or 3 o’clock, something like that. 

There were ladies besides. Even if I had thought to talk or ask 
anything it was just not the moment or the time. 

Mr. Zetenxo. Now, did you meet with him any other time? 

Mr. Onassis. Not in Europe, sir. 

Mr. Zetenxo. Where? 

Mr. Onassis. Here in Washington. 

Mr. Zecenxo. When? 

Mr. Onassis. In New York. On several occasions, sir, 3 or 4 
times. 

Mr. ZELENKO. Will you give us the occasions ? 

Mr. Onassis. I beg your pardon ¢ 

Mr. ZeLENKO. Will you give us the occasions, please ? 

Mr. Onassis. Two or three occasions in the last 3 months since this 
thing started, because, as I told you, since the trust was made which 
is about a year and a half, I was out of this country, and I came over 
in February or March, I think the first time, and it was the 3 or 4 
meetings we had in the Maritime Commission. One of them is the 
day we came to see you. 

And before that maybe toward the end of 1956, when the new 
building contracts were signed with the builders and so on, and they 
had a luncheon, the trustees, the representatives of the Maritime Com- 
mission, builders, in New York. 

Mr. ZeLENKo. Now, coming down to this day that you came to my 
office with Mr. Morse, who was it that arranged the meeting at Mr. 
Morse’s office ? 

Mr. Onassts. Which meeting, Mr. Zelenko? 

Mr. Zetenxo. That day you eventually ended up 

Mr. Onassis. The meeting of seeing you ? 

Mr. ZeLenxko. Before you got to my office. 

Mr. Onassis. You mean the meeting to come and see you or the 
meeting to go and see Morse? 

Mr. Zetenxo. The meeting to see Mr. Morse. 

Mr. Onassis. The meeting to see Mr. Morse was arranged by Cap- 
tain Conway. 

Mr. Zetenxo. What was your particular purpose in attending that 
meeting ? 
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Mr. Onassis. The reason why Captain Conway asked for that meet- 
ing was that, in the face of certain changes that had taken place, to 
find some w ay to readjust the contract, go ahead and build part of 
the contract, in other words at least half of it, and get a deferment 
for the other half of if That was the intention and we went to Mr. 
Morse’s office. It was Captain Conway, 1 or 2 of the trustees. Ad- 
miral Ford was there. I think the General Counsel, Mr. Seaver. 

It started and then Conway started explaining that, due to the 
reasons that I have told you in my previous hearing, that something 
had to be done, some help was necessary, some readjustment of the con- 
tract in order to be able to proceed with it. 

Mr. Zetenko. What I want to know is, you were not running the 
trust, you say ¢ 

Mr. Onassis. No; I wasn’t doing the talking. 

Mr. ZeLENKO. You were not running Victory Carriers? 

Mr. Onassis. No; I had just been invited as a listener, as an ob- 
server, to be in a meeting of such importance which meant a funda- 
mental problem of the trust and of the company. 

Mr. Zetenxo. As a matter of fact, you did more than listen and 
observe, did younot? Did you not take an active part ? 

Mr. Onassis. No, no. I just listened. Maybe I made 1 or 2 sugges- 
tions. 

Mr. ZELENKO. Well— 

Mr. Onassis. You see, Mr. Zelenko, anyone who holds anything like 
25 percent, 10, or 15 percent, in any corporation has the right and it is 
an acceptable practice not only to accept an observer or a “representa- 
tive in a big meeting but he is welcome and invited to do so. Conse- 
quently I don’t see the point. 

I have 25 percent in this thing. 

Mr. ZeLENKo. You see, what we are interested in is that we are 
interested in finding out, among other things, whether, since the trust 
was engaged in, your activities were similar to those that you partic- 
ipated in before the trust. 

Mr. Onassis. No. 

Mr. Zetenko. In other words, having people representing you as 
fronts, in plain language. 

Mr. Onassis. No; I will explain. Before the trust I had a more 
active part. Asa matter of fact, you see I was the one who went to 

negotiate even with the Justice Department before the trust. 

Mr. ZeLenKo. Coming down to that. 

Mr. Onassis. Before the trust they used to ask me what to do. They 
used to ask my opinions before the trust as to how to operate, as to how 
to charter, build, buy, sell, and so on. Now, to begin with, as I told 
you, Mr. Zelenko, the facts speak for themselves. From the day the 
trust was completed for a year and a half I was not in this country. 
I have not seen the trustees, I had nothing to do with it, nobody spoke 
to me, I haven’t spoken to anybody except Conway’s two visits in 
Europe. 

Mr. ZetenKo. Did anybody write to you? 

Mr. Onassis. So what active part I have in it? 

Mr. ZeLeNKo. Did anybody write to you about the trust ? 

Mr. Onassis. No, sir. Natur ally, they send me the trust signed 
and a copy of it and statements. 
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Mr. Zevtenko. Did you receive any communication in writing con- 
cerning the trust other than the trust papers themselves during this 
period ? Did you receive any communications, any cables? 

Mr. Onassis. I don’t think so, sir. 

Mr. ZeLtenKo. Any telephone calls? 

Mr. Onassis. I don’t think so. 

Mr. ZeLteENKO. You do not remember. I do not want to bind you 
but I want you to try to — 

Mr. Onassis. Well, I am telling you I am trying to remember. I 
don’t think so. I believe that I haven't received any such correspond- 
ence or consultations or communications. 

Mr. ZeLenxKo. Or telephone calls? 

Mr. Onassis. But I had a representative on the board of direc- 
tors. He used to report to me what was going on. 

Mr. ZeLenko. How did he report to you? 

Mr. Onassis. Verbally. 

Mr. ZELENKO. By telephone ? 

Mr. Onassis. By telephone sometimes. Sometimes personally. 

Mr. ZeLeNKo. Now, there has been some testimony here that the 
trustees received an additional sum of money over their amount stated 
in the trust and the additional sum of money was based on what they 
said was additional work. I think it was Mr. Ray who testified to that. 

Will you tell us about that, please / 

Mr. Onassis. I remember the quest ions roughly, Mr. Zelenko, you 
made to Mr. Ray and to Captain Conway in connection with the fees 
of the trustees and you stressed the point that, since $15,000 more or 
less to be paid to the trustees was left at my discretion whether through 
that I would have an influence on the trustees. 

Mr. Zetenxo. First, I want to ask you about whether or not you did 
advance additional funds to the trustees. 

Mr. Onassis. I do not know. I have not advanced anything per- 
sonally. If on behalf of me in the organization somebody has paid 
the trustees $10,000 or $20,000, more or less, I don’t know. I have 
never even discussed it. 

Mr. ZELENKO. Maybe Mr. Ross can help us on that. 

Mr. Onassis. Excuse me. Let me finish this, Mr. Zelenko. 

Just to give you an idea, the legal fees of the trustees were $200,000 
last year and a great part of it is because of the hearing that they 
had and I have never been consulted, asked, or given a chance even 
to comment. 

That shows you when $200,000 legal fees go by just like that what 
is the point of asking me about $15,000, more or less, the fees of the 
trustees ? 

Mr. Zetenko. Well, even though it may seem an insignificant sum 
to you, we are interested in the trust. 

Mr. Onassis. $200,000. The gentleman that was sitting there with 
the glasses the other day is spending $200,000. 

Mr. ZeLtenko. Mr. Cunningham ? 

Mr. Onassis. $200,000, believe it or not. 

Mr. Zetenko. For sitting here for 10 days last rae 

Mr. Onassis. No, for the last year’s hearings, et ceters 

Mr. ZeLENKO. They were about 8 days. 

Mr. Onassis. Well, I haven’t been given the chance to open my 
mouth and say a single word. 
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Mr. ZELENKO. You see, we are interested in where the money went 
that was supposed to go to build ships. 

Mr. Onassis. They are on the books. 

Mr. ZeLeNKO. You say $200,000 of it will go at least to 1 lawyer 
for being here about 8 days. 

Mr. Onassis. Not only for the hearing, for the whole year’s work. 

Then another thing, speaking about lawyers, Mr. Zelenko, you see 
the firm of Breed, Abbott, and Morgan here ? 

Mr. ZELENKO. Yes. 

Mr. Onassis. Now, they know this whole thing in and out from the 
very first day, as you have noticed. The lawyers of the trustees, with 
all due respe ct to them, they don’t know a tenth of what these lawyers 
know about the subject, because they lived with it. 

Mr. Zetenko. They are your lawyers? 

Mr. Onassis. No. However, because the trustees would feel 
happier to have their own lawyers, so we have these lawyers and they 
have these other lawyers. Now, if I had not influence, just a little bit 
of commonsense, I would have gone there and said, “Gentlemen, what 
is the idea of having lawyers on this side and lawyers on that side? 
That money is required to build ships.” I haven’t even said a word 
about it, so that nobody can say that I am interfering with the 
trustees. 

Mr. ZetenKo. In other words, Mr. Onassis, you feel that there is no 
sense of having 2 sets of lawyers in this | operation ? 

Mr. Onassis. No. 

Mr. Ross. Wait a minute. 

Mr. Onassis. Just a moment. Don’t try to put any words in my 
mouth, Mr. Zelenko. 

Mr. Zetenko. You are supposed to be separate from the trust. 

Mr. Onassis. Yes, but originally. 

Mr. Ross. May I explain? 

Mr. Onassis. The least thing I would have said, “Take the law- 
yers, Mr. Trustees, that they have been in this case from the begin- 
ning, and once in 2 years if I need a lawyer I could find another one.” 
I didn’t need this firm. They could carry on. 

Mr. ZeLtenko. It was your suggestion or through that, instead of 
the trust getting its own attorneys, they might just as well have 
your own ¢ 

Mr. Onassis. Not my own; the attorneys who lived and grew up 
with this setup. 

Mr. Zecenko. Those are your lawyers? 

Mr. Onassis. Not my lawyers. They were the lawyers of the Vic- 
tory Carriers, United States Petroleum, and so on. 

Mr. ZeLenKo. All who represented you? 

Mr. Onassis. On and off, they represented me. 

Mr. ZeLenKO. They were the lawyers? 

Mr. Onassis. At the time, Mr. Zelenko, remember this; that me 
and Petroleum Carriers and Victory Carriers, and so forth, not be- 
cause we ever accepted it but because it was the opinion and the view 
and the attitude taken by Mr. Brownell and the whole Justice De- 
partment that all those things were one and the same person. 

Mr. Zetenko. That attitude was taken by Mr. Brownell even be- 
fore he became Attorney General ? 
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Mr. Onassis. No; he said “minority holdings and majority hold- 
ings”; that is all. 

Mr. Ross. May I make a correction ? 

Mr. ZeELENKoO. Yes. 

Mr. Ross. There were not two sets of lawyers in this trust picture 
because, once the trust was established which was the second phase 
of the settlement, my firm did not represent anybody in that picture. 
We were out of it, and the trustees hired their own counsel, Kirlin, 
Campbell & Keating, of which Mr. Cunningham was a member, so 
that was only one set of attorneys that were attorneys for the trust 
sag = agg oi eng pga inde yoga ag 

Mr. Zetenxo. I understand that, but Mr. Onassis has made the 
point that there was no sense in having 2 sets of lawyers when 1 set 
could have done just as well and that set was his own lawyers. I 
have no objection to that. 

Mr. Ross. That is not what he said. 

Mr. Onassis. Mr. Zelenko, I didn’t mean 2 sets, and I didn’t say 2 
sets. What I meant is this; that I was so careful about the question 
of influence again interfering with trusteees that, at the beginning 
before the trust even took over or at the same time they were t: aking 
over, 1 could have said to the trustees, “Look here. Why do you want 
to bri ing new lawyers into this? It will be more work, more strain, 
and higher fees. Here are lawyers who have lived with this thing. 
Take them and God bless you,” but I didn’t even suggest that. So, 
they were left out. They were not my lawyers in the interim period, 
and they picked their own lawyers. 

Mr. Zetenxo. Now, Mr. Onassis, would you tell me about this ad- 
ditional $15,000 that they said that you paid to the trustees for extra 
work this year? 

Mr. Onassts. Will you help me, Counsel / 

Mr. Ross. I can answer that, Mr. Zelenko. It was not an easy thing 
to get a trustee to act here because of the problems of this nature that 
they thought would result, and we finally got the Grace Bank because 
it understood the situation and was a shipping entity in effect. It 
was part of the W. R. Grace & Co. They wanted a fee of $100,000 for 
acting as trustee. We thought it should be no more than $75,000. 

Mr. ZetenKo. Mr. Ross— 

Mr. Ross. I eS telling you—— 

Mr. Zetenxo. I do not want to inte rrupt you, but I may save some 
time. 

Mr. Ross. I think I can save time if I can finish, because I will give 
you a background in 1 or 2 sentences that will make the result clear. 

The CHarrMan. Go ahead. 

Mr. Ross. The trustee wanted a $100,000 fee. It was finally agreed 
to at $75,000. The Grace Bank thought the work might warrant a 
higher fee and said, “well, can we leave the remaining $25,000 open 
and, if it is felt that more work was done than anticipated, we might 
get all or part of the additional $25,000?” 

It was left open and they applied for additional compensation and 
were given $15,000. It was written into the trust instrument that the 
fees could be agreed upon between the grantor and trustee. It is in 
paragraph 11 of the trust instrument. 

Mr. ZeLENKO. I recall that from last year, and we discussed that 
with Mr. Ray the other day. That was the proposition where Mr. 
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Ray said that, because the thing had been going to the printers, they 
did not put the substance of the Tetter in one w ay or another. In other 
words, it says in the trust that additional compensation is to be agreed 
upon between the trustee and Mr. Onassis. 

Mr. Onassis. There is a ceiling, though, Mr. Zelenko, from what I 
understood. 

Mr. Zetenxo. Now, they also said that they got additional com- 
pensation. What was the amount of that? T hat is what I want. 

Mr. Ross. The additional compensation was $15,000. 

Mr. ZetenKo. That was my original question, about fifteen minutes 
ago. I want the circumstances ‘surrounding this $15,000 and who 
contacted Mr. Onassis about it and how they got it. 

Mr. Ross. I don’t know, because my connection with the matter 
ceased the day the trust instrument was signed. 

Mr. ZrienKo. You see, Mr. Onassis, in “the trust it said that if 
they needed any additional compensation they could get it from you. 
They say they got $15,000 additional. I have asked you if you will 
tell us who discussed the additional $15,000 with you. They say they 
got it from you. 

Mr. Onassis. It might be Mr. Cokkinis. I don’t think it even was 
discussed, Mr. Zelenko. You realize that, when figures of that sort 
are involved, what is $15,000 particularly for the trustees # 

Mr. ZELENKO. Regardless of what it is, you paid it, did you not? 

Mr. Onassis. Yes; probably they asked for $15,000 ¢ and they prob- 
ably discussed it with Mr. Cokkinis. Anyhow, it was not discussed 
with me, and a payment was made by Cokkinis or somebody giving 
an order, “We will grant the trustees or remit to the trustees $15,000.” 
If you like, it is very easy to find out. All we have to do is, this after- 
noon, make a couple of telephone calls and find out with whom it was 
discussed and from where the money was remitted. That is very 
simple. 

Mr. ZetenKo. In other words, it was your money, but you do not 
recall having discussed it ? 

Mr. Onassis. Certainly; as the counsel said, they got $15,000; some- 
body must have paid it, and that somebody must have been me. Not 
me, personally. Probably it came through a bank from somewhere. 
I don’t know. 

Mr. ZeLtenKo. What I w&int to know is, with all these millions com- 
ing into the trust, why did you pay, or somebody acting on your 
behalf, another $15,000 to the trustee ? 

Mr. Onassis. Because I think, Mr. Zelenko, that the way I under- 
stand this thing is that the fees of the trustees must be paid by — 
grantor himself or his interests, and they have no right to take i 
from the corporation or from the company. 

Mr. Ross. May I answer that ? 

Mr. ZeLenko. Let me ask you this. You have been in business a 
great deal of your life. 

Mr. Onassis. I think so. 

Mr. Zetenko. I believe you are quite familiar with it. Would you 
say that the man who controls the purse strings in some way controls 
the business 

Mr. Onassis. In other words, money talks. That is what you mean. 


Mr. Zetenxo. You know just what I mean. I guess you can take 
it in a number of languages. 
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Mr. Onassis. Now, just to give you an idea, Mr. Zelenko, the pre- 
vious hearing cost to the trust or to the corporations, directly and 
indirectly, $2 million. That money would have gone for building 
ships. 

Mr. ZetenKo. You say that the hearings themselves cost $2 million? 

Mr. Onassis. Directly and indirectly, the previous hearing cost 
about $2 million. 

Mr. ZeLenko. V ery well. Tell us about the $15,000. 

Mr. Onassis. If you want a breakdown, I will give it to you. 

Mr. Zevenxo. All right. 

Mr. Onassis. Now, then, there was a $52 million building program. 
When the trustees are free and the sole disponents to a point, the 
president, which is Captain Conway, and have a board of directors 
and dispose of sums of that importance, your question to me about 
this $15,000 that I am the disponent more or less to the trustee, don’t 
you think that doesn’t make much sense / 

Mr. ZeLeENKO. Except this: A bank teller may deal in millions and 
still get paid $60 a week. I want to know: Do you not think that 
the president of the bank controls that teller ? 

Mr. Onassis. They are being paid $100,000, roughly, a year. No. 

Mr. ZeLenko. I want an answer to the question. 

Mr. Ross. I think I can clarify that. 

Mr. Zevenko. I just asked you, Mr. Onassis, do you not agree that, 
if you control the purse strings, in a way you control the operation ! 

Mr. Onassis. I don’t agree, sir. 

Mr. Ze.tenxo. Is that not contrary to everything you have done 
in your life? 

Mr. Onassis. No, sir, because you might be the person who puts 
the money or loans or this and that. ‘Tt all depends under what 
rules and regulations you are doing that. 

Here is, for instance, $3 million or $4 million of our money in 
that trust, and they were in a position to pay us. Well, I haven't 
even been able, didn’t even dare to say, “How about giving us those 
$3 million or $4 million?” So you see how much power I have. 

Mr. Zetenko. Well, I say this, Mr. Onassis. These trustees deal- 
ing with these millions— 

Mr. Onassis. Yet there are $3 million or $4 million of my money 
there. ° 

Mr. ZeLenko. These trustees dealing in these millions saw fit to 
request of you $15,000, and you paid it. It was important enough. 

Mr. Onassis. Because that is their personal compensation; as a 
matter of courtesy, they asked for it. 

Mr. ZevtenKo. I come back to this point. Is not that a measure 
of control which you have over the trustees, the fact that they come 
to you? 

Mr. Onassis. No sir; definitely, I don’t see it. It’s a matter 
ofopinion. Youthinkthat way. I don’t think that way. 

Mr. Ross. There is a background on that that might be helpful 
to this committee. 

Mr. Zetenxo. I think you have felt that way all your life, and 
all of us do. 

Mr. Onassis. I will give you 30,000 examples in any business, Mr. 
Zelenko. Takea bank, forinstance. Do you want anybody more than 
a bank to apply the proverb, “Money talks.” If a bank gives me 
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$50 million tomorrow, payable over a period of 10 or 15 years, what 
say does that bank have with me. Nothing, as long as 1 am not in 
default. They have $50 million of their money in my hands. How- 
ever, as long as I am not in default, what saying that bank can have? 
Their money doesn’t talk at all. Ittalksasmuchasa fish. I can give 
you examples like that until tomorrow morning. 

Mr. Zetenko. I see. 

Mr. Onassis. It is the same thing as here. Because I have given 
them money, that does not mean, while it is within the rules and 
reglations and the conditions established here by the settlement and 
by the laws and so on, what saying I can have. If they do something 
wrong, yes. If they are in default, I can say, “Hey, wait a minute. 
You are in default.” 

Mr. Zetenxo. Mr. Onassis, I want to yield for a moment. I think 
counsel wants to ask about this $20 million. I yield for a moment. 

Mr. Onassis. Well, gentlemen——— 

Mr. ZeLtenxo. Mr. Cowen wants to ask a question about it. 

Mr. Cowen. You brought out, sir, that the last year’s hearings 
cost the trust $2 million that could have gone into the building program. 

Mr. Onassis. Yes, sir. 

Mr. Cowrn. Would you explain that, please, sir, and tell us where 
the $2 million was used, or when ¢ 

Mr. Onassis. The transfer of the vessels was interrupted for, I think, 
about a period of 3 or 4 or 5 months. Perhaps the real interruption 
was 2 months, and the resumption of the time lost to get. back to where 
it started it took another 3 or 4, altogether 4 to 5 months, roughly 
speaking. 

Now, that created an indirect loss, a direct loss, if you like, of about 
a million and a half dollars. 

Then I mentioned $200,000 legal fees. It wasn’t all the hearing, 
but a oe art of it was the he: aring. 

Then, well, the whole company was, ban ks were shy, charterers were 
shy. Gentlemen, everybody said, ‘ Those people are in trouble again. 
Why should we go and take their ships? Why should we lend. 
them money? Why should we areas: to do business with them? 
There are so many others around; so, hands off. Let’s wait and see 
what is going to happen. They are in trouble again. 

If you put those things together, directly and indirectly, it is a mini- 
mum of $2 million. 

Mr. Cowen. The trade-out program was within the province of 
Maritime Administration rather than this committee, was it not? 

Mr. Onassis. Mr. Cowen, from the way I understand it, the minute 
the hearing started, Mr. Morse said, “Well, let’s wait now.” The 
banks said, “Let’s wait now.” The charterers said, “Let’s wait now,” 
and so on and so forth, gentlemen. 

Mr. Cowen. During that interval of 3 or 4 months, then 

Mr. Onassis. The same thing is happening right now, “Let’s wait 
now.’ 

Mr. Cowen. All right,sir. During that interval you claim that the 
trust would have profited roughly $ 2 million and, to go back during the 
time that you were settling the criminal and civil cases with Justice, 
during that interval from June or July when the proposed fine was 
$5 million, up until the time of November when the actual agreement 
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was drawn and agreed to, the profits then caused Justice to raise the 
price from $5 million to $7 million ¢ 

Mr. Onassis. No, it was not the profits. I will explain it to you. 

Mr. Cowen. All right, sir. 

Mr. Onassis. All what Justice could have been left with and they 
knew that all along was the fleet and some money that they had in 
custodian account. 

If I make a mistake, please correct me. 

So this business of ships is a fascinating thing. <A ship is $4 million 
worth today, 3 months later it goes down to $500,000, and vice versa, 
It fluctuates. In the last 10 years it happened at least 4 or 5 times. 

So, during the negotiations and when Mr. Burger got down to $5 
million, the values of the ships, and I am talking very roughly and 
approximately, because it is years ago—I think the values of the ships 
in those days was an average of about $700,000, or $750,000. So in the 
interim of 2 months the market started going up. It wasn’t profit 
because the ships were laid up, most of them, but the values of the ships 
went up. Probably they hit a million dollars apiece from $750,000, 
and I remember distinctly Mr. Burger figured it out. He and his 
assistants said, “Wait a minute here. Twenty ships from the other 
day that we agreed $5 million, 20 ships multiplied by $200,000 makes 
$4 million. So I want $8 million,” he said. 

Wesaid, “You agreed to $514 million.” 

“Nevermind. Forget that.” 

So he went to $8 million and then he came back to $7 million. That 
is the explanation. 

Mr. Cowren. Am I to understand, sir, that the ships were not in 
operation during that interim ¢ 

Mr. Onassis. Some of them were. Most of them were laid up in 
different ports. 

Mr. Cowen. Were the ones in operation being operated at a profit? 

Mr. Onassis. They were just breaking even, just paying for the 
crews and insurance and operating schedule. 

Mr. Cowen. So that the profit motive did not enter other than the 
appreciation of the value / 

Mr. Onassis. Appreciation of the value of the units involved; may 
be a little small profit like $100,000 or $200,000. 

Mr. Cowen. Did you fix the charters on the 12 tankers that were 
transferred out, Mr. Onassis ? 

Mr. Onassis. If I fix which charters ? 

Mr. Cowen. Did you fix the charters with Esso ? 

Mr. Onassis. No; Captain Conway did that. 

Mr. Cowen. Captain Conway fixed the charters ? 

Mr. Onassis. Yes. 

Mr. Cowen. I believe at the last session, the ownership of Ariona 
was brought up and you were to furnish to the committee a statement 
for the record of your ownership. 

Mr. Onassis. Yes, sir. I am prepared for that, sir. Meanwhile I 
have found a document which, shall 1 read ? 

Mr. Cowen. If you will, sir. 

Mr. Onassis. This is called “Sociedad Industrial Maritima Finan- 
ciera Ariona, Panama, S. A.”: 

The undersigned being the totality of the directors of Sociedad Industrial 
Maritima Financiera Ariona, Panama, §. A., certify that according to the records 
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of the company, Mr. Aristotle S. Onassis holds 1,000 shares of nonpar value, $10 
each, representing the totality of the authorized and issued capital stock of the 
company. 

In witness whereof they signed this certificate on April 8, 1958. 

The three directors. 

This answers the question and concern of Mr. Zelenko the other 
day about someone else owning. 

Mr. ZeLenxo. I was concerned about not the ownership on April 8 
of this year but the ownership at the time the trust was instituted and 
up to April 8 of this year. 

Mr. Ross. May I make a correction? The question was the owner- 
ship now, the extent to which any statement by Mr. Onassis may be 
an admission in the pending lawsuit. 

Mr. ZeLtenKo. Except this, Mr. Ross: My inquiry was as to Mr. 
Onassis taking part in all the board of directors meetings in the trust 
before April of this year. 

Mr. Onassis. However—— 

Mr. ZELENKO. Pardon me, Mr. Onassis. 

Mr. Onassis. Yes, sir. 

Mr. ZeLtENKO. Am I given to understand that this means that the 
ownership of these shares states the fact as of April 8 of this year but 
does not state the fact of the ownership of the period between 1955 and 
April 8? 

Mr. Ross. No, sir. I don’t believe any such inference can be drawn 
from the document. 

Mr. ZeLeEnKO. What is that? 

Mr. Ross. I don’t believe any such inference can be drawn from 
this document. When you make a bank loan and they want a certifi- 
cate as to who the officers of the company are you date the certificate on 
the date it is given. 

Mr. ZeteNKo. I was not interested on April 8 of this year. I was 
interested and if it is a fact you tell me, whether prior to April 8 of 
this year Mr. Onassis, between April 8 of this year and 1955, owned 
thesé shares in his own name. That is what I'am interested in. I 
it is the fact you can tell us. 

Mr. Ross. My understanding is that the fact is that from the dates 
you mentioned he owned either all or substantially all of the stock 
in his own name. That was the allegation in the indictment. 

Mr. Onassis. I will displease my counsel, I am afraid. 

Mr. Ross. As you do very often. 

Mr. Onassis. I have been thinking about this thing and, seeing your 
concern, in spite of the ruling of the chairman just to be fr iendly I 
have nothing to hide. I waive this ruling or this right or immunity 
or whatever you want to call it. Please proceed and ask. 

Mr. Zetenko. I think that you have been quite cooperative and, if 
you feel that you want to continue, I shall not stop you. So go ahead, 
Sir’. 

Mr. Onassis. All right. 

So, therefore, forget all this, Mr. Zelenko. Proceed and ask me any 
questions you want. Ihave nothing to hide. 

Mr. ZeLENKO. That was the question that you asked the other day. 

Mr. Cowen. Yes. 

Mr. Zetenko. I yield back to you on that point. I think that dealt 
with whether or not the cancellation was an actual one. 
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Mr. Cowen. I think that would take us back, Mr. Onassis, to the 
letter and the subsequent board of directors meeting wherein Cap- 
tain Conway wrote the letter of April 15 to Mr. Morse relative to the 
cancellation of the building program, MA-1439. 

Mr. Onassis. Yes, sir. 

Mr. Cowen. You were present at the meeting of the board of «liree- 
tors, wherein this problem was discussed of writing a letter to Mr, 
Morse ? 

Mr. Onassis. It is my feeling that this letter is the result. not. of 
1 meeting but of 2 or 3 meetings. Finally at the last meeting, they 
took the decision to express themselves the way they have expressed 
in that letter. That is all I can say. It is a matter of feeling. 

Mr. Cowen. They agreed to express themselves in the manner that 
they did in this letter? 

Mr. Onassts. No. If I say it is my feeling, here is what. hap- 
pened. I will try to reiterate what I said the other day. When this 
problem came of how to comply and how to perform this contract, 
and the first meeting took place »t Mr. Morse’s office, and later on Mr. 
Morse made his proposal, well, they all thought that they were mak- 
ing good progress. 

The reason of making good progress was, as I said before, the other 
day, that they were going to have half of the contract by 1 whole year 
ahead of schedule and for the other half some arrangement, defer- 
ment, penalty was going to be collected. 

That is why everybody was happy, particularly Morse, because he 
wanted ships. I think he rightly—I will make a small parenthesis 
now—he rightly feels that way and he must want ships because I was 
looking at some figures today, gentlemen. The United States tanker 
fleet from 9 million tons in 1948 has come down to 5 millions tons. 
You are the members of the American Merchant. Marine Committee. 
It is a very important matter that I think I should mention here. 
Probably you know it already. In other words, it came down to half. 
Out of this 5 million, from 9 million to 5 only in 7 years, 80 percent 
of it for obsolete ships that they are going to finish within the next 
3 or 4 years at the most. 

So now that explains the keen interest of Morse of the Maritime 
Commission, saying, “I don’t want any amount of money. I want 
ships. 

When we got that letter, as I said, Morse was rather satisfied, hop- 
ing that this thing would go through. 

We all thought it is a very reasonable compromise readjustment 
of the contract and that is when Mr. Zelenko said, “No change in the 
contract. The slightest change in the contract I want to hear it or it 
will be a hearing.” 

Mr. Zetenxo. Mr. Onassis, may I correct you? 

I think it has been established that it was Mr. Bonner, the chairman, 
that had had the conferences with Mr. Morse and said that the com- 
mittee would not be interested in conducting any hearings. It was 
not I. It was not I. 

Mr. Onassis. Mr. Zelenko, all I say is the impression I got, what 
happened between the chairman—— 

Mr. ZeLENKO. Somebody told you? 

Mr. Onassis. Then, of course, as I said, it all stopped. 
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Now, Conway, I think, could have held Morse on that letter. He 
could have said, “Wait a minute. You wrote me a letter.” But, as 
a matter of feeling or courtesy or respect for Mr. Morse’s cooperation, 
Conway didn’t av: ail himself of that right. 

Mr. Zeten«Ko. That is the letter of March 13? 

Mr. Onassis. That is right. I think Conway could have said, 
“Wait a minute, Mr. Morse. You made us a proposal. I don’t care 
what Mr. Zelenko or any other gentleman has to say in this thing. 
I havea payer here.” 

Now, I believe, as a matter of courtesy and respect to Mr. Morse, 
Captain Conway didn’t want to hold him to that letter. Well, then 
there were subsequent meetings. 

In the subsequent meetings endeavors again were made to find some 
solution. There was doubt as to whether there was going to be a hear- 
ing or not. They were waiting. Two, three months have gone by. 
By that time, as time goes by, the builders start getting jitter y and 
they say, “What is going to happen now? W here are you people ? 
Where do we stand ?” 

Naturally, they explained to the builders what was happening. So 
more pressure came from the builders. They must know because the 
materials are running in, the engines are running in, and everything. 

The Cuatrman. I direct this to counsel. He is not dise ussing any 
matter that may have a bearing on this present suit that is in Justice? 

Mr. Ross. I think he is, Mr. Chairman. 

The Cuatrman. I did not want this in this hearing. 

Mr. Ross. You made a ruling that you would not require him to 
answer it. He said that he was prepared to answer any questions that 
came up, so he was volunteering information which you said he did 
not have to answer. 

The Cuarrman. I do not want it in this hearing. 

Are you putting this in this hearing to have some bearing on this 
suit that is going to come up ? 

Mr. Ross. No, sir. My reason for objecting was that I thought it 
was improper for this hearing to question witnesses on the matters 
that were the subject of the lawsuit. 

Mr. Onassis thought it would be a nice gesture to the committee to 
make all information available to you and objected to the fact that 
[ had raised my objection, and so he got up and said he would waive 
any ruling that he might have received in his favor. 

Mr. Tow LEFSON. This occurred while you were out. 

The Cuamman. I do not want any testimony on this. 

Mr. Ross. That is a matter for the chairman’s ruling. 

The Cnamman. I do not want any orc ey in here. 

Mr. Cowen. I might say, Mr. Chairman, that he has never gotten 
to the answer to the question. Actu: ally nothing has been said. 

Mr. Onassis. If the chairman had not come in for 2 minutes, I 
would have completed. 

The Cuarrman. Let me make it clear that this is no jesting matter. 
I do not want this counsel or any other counsel to come in here and 
take advantage of this committee and then go to court and say that 
this matter came out and affected this lawsuit that is pending. 

You understand what I am talking about ? 

Mr. Ross. I do understand and that was why I objected to any testi- 
mony on this line last time. 











230 TRADE-OUT AND BUILD ACTIVITIES OF ONASSIS COMPANIES 


Now Mr. Zelenko raised the point that there was no showing here 
that Mr. Onassis was connected with Ariona. 

Mr. Zetenxo. I raised that point last week. You do not mean I 
raised it now. 

Mr. Ross. No. 

Mr. Zecenxo. All right. 

Mr. Ross. I was asked to produce evidence to substantiate his con- 
nection with Ariona which I have, and then Mr. Onassis said he didn’t 
want the committee or chairman to feel that he was reluctant to dis- 
cuss any matter pertinent to this inquiry. 

My personal preference was not to have such test imony. 

The Cuarman. I think we ought to close this part off now. 

Mr. Kivczynsxi. Mr. Chairman, I move we recess for about 5 
minutes. 

The Cuarrman. We will recess. 

(Short recess. ) 

The Cuarmman. The committee will come to order. 

Does counsel have further questions ? 

Mr. Cowen. No, sir. 

The Cuarrman. Mr. Zelenko. 

Mr. Zevenxo. Mr. Onassis, you told us the other day that when the 
settlement was disposed of—I want to wait for your counsel to be 
here. 

Mr. Onassis. If we need him. 

Mr. ZeLENKO. We would rather not, as long as you have your coun- 
sel here. 

The Cuarrman. It is perfectly all right, if he wishes to go ahead. 

(Counsel returned to the hearing room. ) 

Mr. Zetenko. Mr. Onassis, the other day you said that when the 
settlement was disposed of and the trust was set, somebody came up 
with the idea of this transfer and build: in other words, originally the 
settlement was to have you turn over whatever interest you had or 
might have had in the names of your two children. 

Mr. Onassts. That is right. 

Mr. ZeLeEnKO. That would have been the trust ? 

Mr. Onassis. That is right. 

Mr. Zetenko. You said somebody came up with the idea of trans- 
ferring out these vessels to foreign flag. 

Mr. Onassis. No, just a moment. I said not that. 

During the negotiations of the settlement and until and sometime 
after the settlement was completed and signed, at no time there was 
anything, any building of other ships, transferring foreign or any- 
thing, nothing whatsoever in our case. In some other cases there has 
been talk of that. 

Then several months later, as the Suez crisis was going up, as I 
explained to you the other day, even the highest authorities, Defense, 
State Department, not only in this country but all over in the whole 
Western World, they were alarmed and deeply concerned as to the 
necessity of tankers. 

IF'rom that moment on the oil companies were out to offer charters 
over a period of 10, 15, 20 years. The MSTS was out offering char- 
ters, everybody was doing everything he could, including the Maritime 
Commission, to promote a building progr am of tankers, not only under 
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American flag, under any other flag; particularly under American 
flag espec ially. 

There was even talk of the Government putting a fund of $500 mil- 
lion to promote the building of tankers. 

It was some time around that time that the Maritime Commission 
commenced their policy in order to promote and encourage the build- 
ing of new tankers to allow transfer foreign with contr acts. 

Mr. ZeLenKo. That is build and trade out. We know that. Here 
is what I am trying to get at. As you indicated, when these criminal 
and civil cases were settled- 

Mr. Onassis. That is going backward. 

Mr. ZeLenKo. In 1955 in December. 

Mr. Onassis. Yes, sir. 

Mr. ZeLenKo. There was no mention at that time of trading out 
these 12 or 10 or 14 tankers foreign ? 

Mr. Onassis. Nothing whatsoever, sir. 

Mr. Zerenko. All right. Now, the build-and-trade-out pro- 
gram 

Mr. Onassis. Not even in our minds. 

Mr. ZeLtenKko. The build-and-trade-out program started several 
months before the settlement was arrived at ? 

Mr. Onassis. No, no; after the settlement. 

Mr. ZeLenko. After or before ? 

Mr. Ross. It depends. 

Mr. ZeLtenko. That is unimportant to me. 

Mr. Onassis. No, it is important. Mr. Zelenko is talking of the set- 
tlement, not talking of thetrust. Is that right, sir? 

Mr. Zecenko. Nothing was said in the settlement of transferring 
these ships to foreign flag, sir. 

Mr. Onassis. Nothing, sir. 

Mr. ZELENKO. These were tankers. 

Mr. Onassis. Nothing was said and nothing was thought. 

Mr. ZeLenKo. And these were 10 or 12 tankers. 

Mr. Onassts. Twelve tankers and 2 Liberty ships, plus 7 Victory 
ships—23 ships. 

Mr. ZeLeEnko. They were operating under the American flag ? 

Mr. Onassis. That is right, sir. 

Mr. ZetenxKo. Where there were American crews employed and you 
pay American income taxes and the profits are smaller ? 

Mr. Onassis. That is right, sir. 

Mr. Zetenxo. All right. Now we settle the trust. We settle the 
case. Nothing is said about transferring ships out to foreign where, 
when they are transferred to foreign, the salaries of the crew are much 
lower. 

Mr. Onassis. Yes. 

Mr. Zevenxo. And there is no American income tax so that the 
profits are higher. 

Mr. Onassis. That is right, but that is part, I suppose—— 

Mr. ZetenKO. Whatever it is. 

Mr. Onassis. No, no, wait a minute. 

The CHairmMan. Let us get the answers to the questions. I am not 
going to run here forever. 

Mr. ZeLtenKo. I want the answers to that. 
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In foreign flag, you pay less wages, no income taxes and the profits 
are higher. 

Mr. Onassis. That is right. 

Mr. Zetenko. You settle the case. The Department of Justice is 
interested when they settle the case in making sure once and for all 
that these ships are in American hands and that is part of the set- 
tlement, right? 

Mr. Onassts. They still are in American hands. 

Mr. Zetenxo. They wanted to make sure at that time. 

Mr. Onassis. Yes, sir. 

Mr. Zevenko. And at the time of the settlement they devised this 
idea of a trust at the time of the settlement ? 

Mr. Onassis. Yes, that is right, sir. 

Mr. ZetenKo. There was nothing said about transferring of these 
ships at that time? 

Mr. Onassis. Nothing. 

Mr. Zetenko. It was just a question of working out the trust? 

Mr. Onassis. That is right, sir. 

Mr. Zevenko. And in working out the trust, it was worked out by 
among others Mr. Ray, your lawyers, and the Department of Justice? 

Mr. Onassis. That is right. 

Mr. ZeLenxo. Allthree. T hey worked out the trust. 

Now, what I want to know is this: What in heaven’s name was the 
connection between settling that case and making a trust to put it in 
American hands and in the same trust start to talk about transferr ing 
ships foreign where the profits could be bigger? If it had no con- 
nection originally, why did the Department of Justice interest itself 
in increasing the profits of these ships ? 

Mr. Onassis. It is not the Department of Justice. 

Mr. ZeLenKo. They took part in drawing the trust. 

Mr. Onassis. Remember one thing. In various occasions—I can- 
not quote exactly the words now but more or less that is to what it 
amounts—when we told the Department of Justice: “Gentlemen, 
could we now and then come and ask you for this, for that,” that is 
part of the settlement. The settlement is not finished. The answer 
was “The day this settlement is signed, we don’t want even to see 
you or hear about you.” In other words, not in these same words, of 
course. In other words, “From that day on you go to the Maritime 
Commission and we don’t want to have anything to do with you. 

Mr. ZeLeNKo. That is what they told the trustees? 

Mr. Onassis. That is what they were telling all along. In other 
words, the minute the citizenship question was disposed of and se- 
cured, from that day on they didn’t want to have anything to do 
with this matter, not only with ours but with all the other similar ones. 

Mr. ZeLeN«o. I understand that, Mr. Onassis. What I am inter- 
ested in is this. All that would have been required to settle this case 
and, as I say, not hear from you any more, to settle this case on behalf 
of the De »partme nt of Justice to make sure that there was American 
control was just to draw up this trust and then, after the trust was 
drawn up, if the trustees wanted to trade out and build they could 
have done that any time, could they not ? 

Mr. Onassis. Not without the permission of the Maritime Com- 
mission. 

Mr. ZetenKo. I mean with the permission of the Maritime, 
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Mr. Onassis. Yes. 

Mr. Zetenxo. What interests me is this: Why the Department of 
Justice, which helped to draw this trust, inserted in the trust agree- 
ment itself the elements of trading out ships where profits would be 
bigger to whoever was running them ? 

Mr. Onassts. It did not insert it, Mr. Zelenko. Where is it? 

Mr. Ross. It isin the trust. 

Mr. Zetenko. Mr. Ross says it is in the trust. 

Mr. Ross. I can answer your question. 

The CuHarrMan. Let us go ahead. 

Mr. ZeLtenKko. You say on account of the Suez crisis they were in- 
terested in tankers being built. 

Mr. Onassis. Yes, sir. 

Mr. Zetenko. Here were 10 or 14 ships. 

Mr. Onassis. Yes, sir. 

Mr. Zecenko. They could just as well carry oil under American 
flag as well as foreign flag, could they not ¢ 

Mr. Onassis. Not exactly, sir. 

Mr. Zetenxo. The oil would be the same in the holds of the ship, 
would it not ¢ 

Mr. Onassis. Not exactly, sir, because, remember this, Mr. Zelenko, 
those ships are in the period of grace. ‘Those ships should have been 
put out of operation. As a matter of fact, they are put out. 

Mr. Zetenxo. Mr. Onassis, if they should have been put out of 
operation, how is it that they continued to run under foreign flag and 
make $20 million ? 

Mr. Onassis. I will tell you how. Because it happened at that 
moment Conway worked out a charter and grabbed the market at 
that moment. 

Mr. ZeLenko. That is my point. 

Mr. Onassis. Justa moment. Let me finish. 

If those vessels had remained under the American flag, Mr. Zelenko, 
they would have gone to the laid-up fleet in spite of that charter and 
those $20 million. 

Mr. ZeteNKo. Just a moment, sir. 

Mr. Onassis. Let me finish. 

Mr. Zetenxo. Go ahead. 

Mr. Onassis. Because there is a provision in the charter of Con- 
way that he could have performed with foreign flag, in other words, 
he would have laid those ships up, he would have signed his charter 
to charter foreign flag vessels. They would have cost less money. 
The charterers would have been delighted because there wouldn’t 
have been American overtime, and therefore, the cost would have 
been lower and they would have gotten better and more efficient ships 
to perform. Consequently, youre not right to think that if those 
ships had remained American-flag that they would have performed 
the same business and that money would have come here. That is 
not the case. It isa big mistake. 

Mr. ZeLtENKO. Why not? 

Mr. Onassis. Because I am telling you that in this case if Mr. 
Morse had said “No transfer,” “Very well, Mr. Morse,” Conway’s 
answer would be. He goes out and charters foreign ships at less 
cost than performing them under American flag. 
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Mr. Zevenko. Mr. Onassis, | do not want to interrupt, but you 
are not answering my question. 

Mr. Onassis. I am doing my best. 

Mr. ZeLENKO. I am interested in this. The Department of Justice, 
to all intents and purposes, and for the purposes of settling the law- 
suit, should have washed its hands and completed its business by 
merely drawing a trust which says that these vessels now under 
American flag are now in the hands of a trust. 

Mr. Onassis. Yes, sir. They have washed their hands. 

Mr. ZecenkKo. Then if the trustees, whoever they were, wanted to 
build and trade-out they could have operated on their own. They 
could have applied to Maritime and whatever happened would have 
happened in the course of dealing. 

Now, I am interested in this: In drawing this trust you say that 
trade-out had nothing to do with the settlement, but obviously it did, 
because the Department of Justice put into the trust, as your counsel 

says, the elements of this trade-out. I want to know, did you discuss 
that phase with anybody in the Department of Justice? 

Mr. Onassis. No, sir. 

Mr. Zecenko. Because we all agree that once those ships go into 
foreign flag, the profits are far greater than they could have been 
under American flag. 

Mr. Onassis. That is one of the incentives of the policy of the 
Maritime Commission to help building new ships. It’s very simple. 

Mr. Zecenko. I want to know what the incentive was of the De- 
partment of Justice or anybody in it to put it in the trust. 

Mr. Onassis. That I can’t answer. Counsel may answer. 

Mr. Ross. Do you want the answer / 

Mr. ZeLenko. I am sorry. 

Go ahead, Mr. Ross. 

Mr. Ross. I can give an answer which is a very simple one. 

Mr. Zecenko. Go ahead. 

Mr. Ross. Trustees traditionally only take a conservative course 
in the kind of investments they make because they are always con- 
cerned with the possibility that the thing will go sour and that some- 
body will try to surcharge them so that no trustee would undertake 
anything like a shipbuilding program. It is not the traditional kind 
of investment that a trustee goes into, that if this was left out of 
the trust instrument, there never would have been a shipbuilding 
program contemplated. This was put in for the protection of the 
trustee. It was not insisted upon by the Department of Justice. 

Mr. ZetenKo. May I ask you this, Mr. Ross?) Of what moment 
was it to the Grace National Bank, which had accepted the trustee- 
ship of these children, to have put into the trust and of what moment 
was it to the Department of Justice to put into transfer-out these 
ships when they could have derived an income at that time? 

Mr. Onassis. He is right. 

Mr. ZeLenko. Your witness just said I am right. 

Mr. Ross. When he said it, I] missed the end of your question. May 
I hear your question? I didn't hear the end of it because of the inter- 
ruption. 

Mr. Zecenxo. It is all right. I will rely on your client’s answer. 

Mr. Onassis. Shall I answer the point, because the minute he started 
I refreshed my memory. 
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Mr. ZELENKO. Go ahead, sir. 

Mr. Onassis. When I say you are right, Mr. Zelenko, it is true, or 
I think it is true that the trustees came afterward to the date when 
this « meee ition or recession about building ships. 

Mr. ZeLeNKO. That is my point. 

Mr. Onassis. Consequently you say how is it that he comes after- 

ward ? 

Mr. ZeELENKO. You are right. 

Mr. Onassis. Now I remember. When Mr. Burger and his assistants 
were insisting that it should be a corporate trust, and this was part of 
the whole settlement, then I said to Mr. Burger, “Mr. Burger, a cor- 
porate trust as a rule it takes blue chips, Government bonds, and things 
like that. It will be very difficult to get a corporate trust. We won’t 
be able to define the corporate trust which will ac cept what Mr. Ross 
explained to you, which will accept to deal with ships, selling, buying, 
building, and so on and so forth, chartering, discounting charters.’ 
For instance, as an example, I even remember the example I gave 

I said, “Mr. Burger, here in this business, in the shipping business, 
you go with 20 or 30 percent downpayment and you borrow another 70 
percent to build the ship. Now, who is going to be the trustee who 
will accept to go into this like that. So, therefore, you block the whole 
situation from the very beginning.” 

He understood my point and he accepted and his assistants and 
our attorneys elaborated and they put in that the trustee has the right 
to buy ships. 

Mr. ZeLteENKO. Do you know 

Mr. Onassis. This is before knowing who the trustee was going 
to be. 

Mr. ZeLenKo. Do you know whether, while he was discussing it with 
his assistants, he also discussed it with his superior? That, you do not 
know ? 

Mr. Onassis. How could I know that, Mr. Zelenko ? 

Mr. ZeLenKo. Go ahead. 

Mr. Onassis. So then in order when he understood this point, it 
took days, all those things that I say in 2 minutes now, and they inserted 
in the provisions of the prospective trustee or trust, corporate trust, 
as to how many rights and flexibilities, which are not the customary 
things which trustees do, as I said, with blue chips and Government 
bonds and things like that. 

Mr. ZeLeNnKo. I understand. 

Mr. Onassis. That is how it came about. 

Mr. ZeLenko. In other words, what the Department of Justice was 
doing at that time besides settling up the case was providing additional 
profits for a trustee that had not even been appointed yet ? 

Mr. Onassis. Nobody knew it at the time, Mr. Zelenko, that the 
market would go up or that Suez would close. Nobody knew those 
things. 

Mr. Ze_enKo. You were talking about the Suez so much, Mr. 
Onassis, and about your desire to be helpful here and to this Govern- 
ment and at the time of the Suez the American ships were blocked 
out whether or not they have the Suez Canal. 

Mr. Onassis. All ships were, American and non-American. 

Mr. Zerenxo. And Mr. Nasser was not on too friendly terms with 
this country. 
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Mr. Onassis. Certainly, that was one more reason why one should 
try to build ships. 

Mr. Zetenxo. Was that not in your desire to be helpful that you 
started to negotiate with him to build a pipeline / 

Mr. Onassis. That was the desire to be helpful to negotiate to build 

a pipeline because everybody thought that the canal would take a long 
time to open and a pipe would be laid down almost like a carpet. 

Mr. ZeLenko. That pipeline would be an agreement, if it worked 
out, between you and Mr. Nasser ¢ 

Mr. Onassis. And with the consent of the governments involved. 
That was not a thing that I could do on my own just like that. 

Mr. Zetenko. That would also eliminate the use of tankers, would 
it not ¢ 

Mr. Onassis. No, sir. No, sir, because the pipe was meant to 
service vessels of the size that they do not go through the canal 
loaded. As a matter of fact, I have been wondering very often why 
years ago the Pentagon hasn’t gone in to build with its own money 
a pipe like that. 

Mr. Zevenxo. I - interested in this. At the time you were ne- 
gotiating with Mr. Nasser / 

Mr. Onassis. I wasn’t negotiating with Mr. Nasser. 

Mr. Zetenxo. Or some of his representatives. At that time he 
was indicating that he would have nothing to do with the United 
States and its ships. He was quite angry with us. Why should you 
negotiate with a man who at that time was showing his enmity to us 
if you were trying to be helpful to this country / 

Mr. Onassis. Mr. Zelenko, at the time I was negotiating, American 
personalities were there negotiating how to rush and open the canal. 

Mr. Ze_enko. No, that argument that you are bringing 

The Cuamman. What has this to do with this hearing? 

Mr. Zetenko. Well, the reason I mentioned it was that Mr. Onassis 
was talking about the Suez and its relation to the drawing of the 
trust and that is why I took that up. 

I will not explore itany further. 

Now, coming back to the negotiations here, do you know who it 
was in the Department of Justice that agreed to have this build-and- 
trade-out program put into the trust whereas we all agree it had 
nothing to do with the settlement / 

Mr. Onassis. I didn’t get the question, sir. 

Mr. Zetenxko. Well, the settlement itself and the drawing of the 
trust had nothing to do with the build and trade out. That came 
later ? 

Mr. Onassis. That is right. 

Mr. Ze.enKo. Yet in the drawing of the trust the Department of 
Justice assisted in drawing it and in the trust we find elements of 
build and trade out. Who was it in the Department of Justice / 

Mr. Onassis. I explained to you, didn’t I/ 

Mr. Zetenko. Can you give the name of the man without going 
into the discussion 4 

Mr. Onassis. I wasn’t there. 

Counsel can answer. 

Mr. ZeELENKo. Can you answer / 

Mr. Ross. At that time we dealt with Mr. Doub and Mr. Cooney 
and Mr. Lifton. 
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Mr. Zetenko. Tell me this and try to be brief, if you can. At the 
time that the ships were traded out, there was work for American-flag 
vessels, too, was there not ¢ 

Mr. Onassis. Oh, yes. 

Mr. Zetenxo. An American-flag vessel could have gotten a charter 
and transported oil? 

Mr. Onassis. But it lasted for 3 months. 

Mr. ZeLenKo. But the point was that nobody at that time knew how 
long it would last, did they, Mr. Onassis 4 

Mr. Onassis. Nobody. 

Mr. ZeLeENKOo. So that the same vessels that were transferred out to 
foreign flag could just as well have carried the oil under American 
flax. could the y not, at that time ¢ 

Mr. Onassis. Yes, at that time, yes, sir; but it would have lasted 
tor 5 months. 

Mr. ZetenkKo. You agree that nobody knew at that time. 

What I am interested in is this: If that were the case, can you 
tell me why the Department of Justice agreed to the situation, if you 
know ¢ 

I withdraw that. You say you were not in the discussion. 

Mr. Onassis. I wasn’t even in the country. 

Mr. ZeLenKo. You were, Mr. Ross / 

Mr. Ross. Yes. 

Mr. ZELENKO. Just briefly tell us. 

Mr. Ross. There was a basic policy to try to get new ships built. I 
was just looking at the press release on the Niarchos settlement and 
it was a condition of that settlement that there be new construction. 
The question of new construction was mentioned to me in the early 
days of the settlement before we signed the contract, and as I testified 
the other day, and we said, “It is too complicated. We cannot get 
into it.” But there was a desire on the part of the Government to 
replace these obsolete tankers with new vessels. 

Mr. ZeLtenko. But I think we agreed that the obsolete vessels could 
have at that time just as well operated under the American flag and 
they have for some time brought in $20 million to the trust, is that 
right 

Mr. Ross. Under foreign-flag operation. 

Mr. Onassis. No, because, as I told you, here is what would have 
happened— 

The CHairMan. Just a moment. 

Mr. ZeLenko. I want to know if these vessels would have brought 
money to the trust. 

Mr. Onassis. They would not have brought a thing. If you like 
I will explain. 

The CHarrmMan. If you know who suggested to those drawing the 
trust that they put this clause in, say what you know about it. 

Mr. Onassis. I did say, sir. 

The CnarrMan. Yousaid you did not know. 

Mr. Onassis. I explained. For half an hour I explained to Mr. 
Zelenko that I had said to Mr. Burger that “If you want a corporate 
trust.” This is before the trustees came in. 

The CHarrMan. We will not go into that further, then. 

Mr. Onassis. I gave the w hole explanation. 
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The Cuarrman. I will ask you this one question. Did Maritime 
suggest to Justice that this provision be put in the trust ? 

Mr. Ross. I cannot answer that question, sir. There were negotia- 
tions going on with Maritime at the time looking toward new con- 
struction and it was a natural thing to provide for it in the trust be- 
cause without it we never would have gotten the program. No trustee 
would go beyond the conservative approach. 

Mr. Onassis. Mr. Counsel, I disagree. During my considerations 
and negotiations with Burger, which is what I told Mr. Zelenko and 
the chairman, it never came any possibility of going out trading those 
ships and building new ones except for what it was concerned about 
the restrictions of a corporate trust. I brought up the point and I 
said to Mr. Burger, “If you want a corporate trust you are going to 
tie the hands of these people because they are going to say, ‘We only 
buy Government bonds and blue chips,’ ‘and they will try to get rid 
of the ships and there will be no ships.” 

Mr. CHARMAN. So you suggested to Mr. Burger that this provision 
be put in the trust ? 

Mr. Onassis. He understood my point and he said, “We will put 
in there that the trustees may at their discretion buy ships, build 
ships, and charter ships.” 

The CuHarrman. So that the trustees will have the identical privi- 
leges that one operating ships under the American flag would have? 

Mr. Ross. That is correct. That is a good way of putting it. 

Mr. Onassis. I didn’t get the question. 

Mr. Ross. That is correct. That is a good way of putting it. 

The Cuarrman. Mr. Tollefson. 

Mr. Totierson. Mr. Onassis, reference was made to the advice that 
you had from Mr. Brownell’s law firm and you testified that you did 
not talk to Mr. Brownell himself. 

Mr. Onassis. That is right, sir. 

Mr. Toutierson. Now, I think you said that that was a large law 
firm. 

Mr. Onassis. It was Mr. George Lord. 

Mr. Totierson. It was a large law firm, was it not? 

Mr. Onassis. Oh, yes, perhaps the largest admiralty law firm in the 
country, perhaps one of the largest or the largest admiralty law firm. 

Mr. Touuerson. Now then, the advice had ‘to do with setting up a 
corporation of which 51 percent of the stock would be held by an 
American citizen or citizens? 

Mr. Onassis. That is right, sir. 

Mr. Totierson. And 49 percent by someone else ? 

Mr. Onassis. That is right, sir; foreigners, aliens. 

Mr. Totierson. That is the law, is it not? 

Mr. Onassis. Well, here is the whole thing. The law says control- 
ling interest. When you ask a corporate lawyer they tell you a con- 
trolling interest means the majority of the voting stock, consequently 
the 51 percent. 

Mr. Touuerson. It was just a simple matter of law, was it not? 

Mr. Onassis. But there is somewhere some phrase somewhere, I 
think it is section 2. 

Mr. Ross. That was the Government construction of it. You cor- 
rectly state the law, Mr. Tollefson. 

Mr. Touterson. Say that again. 
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Mr. Ross. Your statement of the law is a correct one. 

Mr. ZeLENKO. I think the witness did not finish. 

Mr. Onassis. Well, he corrected me. 

Mr. Touterson. That is the point I wanted in the record. It isa 
pure, simple matter of law that if 51 percent is held by an American 
citizen—— 

Mr. Ross. That is correct. 

Mr. Onassis. They also went as far as saying that because the 
American 51 percent had no substantial moneys and capitals and 
so on and because the alien—and I come to Mr. Zelenko’s “money 
talks,” and because the alien was the one who was putting most of 
the capital and the moneys required, then Mr. George Lord and the 
rest of the 375 lawyers that I referred to, plus the General Counsel 
of the Commission, they said, “You can give those moneys provided 
they are on an unsecured basis” and all the moneys we gave and I 
advanced were on an unsecured basis, so that I couldn’t make the 
money talk, you see. So all the precautions, everything was taken 

care of, everything was covered. 

I do not ‘understand until the day I — die why the Maritime 
Commission started these proceedings. I don’t know. 

Mr. Totterson. With reference to this Philadelphia case that you 
mentioned, you say that that was a criminal case / 

Mr. Ross. That was a criminal case; yes, sir. 

Mr. Totierson. Did that involve a similar situation as is involved 
in Mr. Onassis’ matter ? 

Mr. Ross. Well, I wasn’t too familiar with the facts but I think, 
from the Government’s standpoint, it was a far stronger case than 
anything they could bring up here, which is why they tried it first. 

Mr. Totiterson. An acquittal was rendered in that case? 

Mr. Ross. Acquittal was rendered, yes, sir. 

Mr. Totierson. And it was after that acquittal that settlements 
were made in the Onassis cases ? 

Mr. Ross. That is correct. There was another case, the United 
Tanker criminal case which was a Chinese group that was also dis- 
missed by the court. This had gone to trial so that there had been 
two criminal cases where no conviction could be obtained before this 
settlement was made. 

Mr. Totterson. Now, when the settlements were made, you went 
into court / 

Mr. Ross. That. is correct. 

Mr. Toturrson. And the settlements had to be approved by the 
court ! 

Mr. Ross. ‘That is correct, yes, sir. 

Mr. Totterson. Was a full disclosure of material facts made to 
the court of the settlement? 

Mr. Ross. Not only was that done but the judge who dismissed the 

“ase was the judge who had heard the prior immunity motion which 
avaeed the immunity acquired by defendants who had testified before 
the grand jury and he had sent for and read all of the grand jury 
testimony so he had a great familiarity with the case and the back- 
ground of it from this prior proceeding, but a full statement was also 
made by the prosecutor at the time the indictments were dismissed. 

Mr. ZeLENKO. May I help the gentleman? I have a copy. 

The CHatrMan. Just a minute. 
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Mr. Totterson. Let me proceed and then I will be glad to yield. 

Mr. ZeELENKO. | am sorry. 

Mr. Totierson. Now then, in these hearings that we have had here 
and in the hearings last year, were there any material facts developed 
which the court did not know about at the time the decrees were 
entered ¢ 

Mr. Ross. None that I know, sir. 

Mr. Toiierson. Now then, | ae like to make this statement. I 
made the same statement last year. I will make it again after listening 
to the testimony that we have ane in these hearings. 

I thought that the Government got an exc optionally good settle- 
ment, that the terms were most advantageous to the Government; of 
course, at Mr. Onassis’ expense, as I see it. 

Mr. Onassis. Mr. Tollefson, my expense doesn’t matter so much. 
It is the expense of the merchant marine service. 

Mr. Ross. Let him finish. 

Mr. Totierson. Neither of the hearings last vear nor the hearings 
this year substantiated the charges in some cases and insinuations in 
some cases that there was wrongdoing on the part of anybody in the 
Government, either the Maritime Administration or the Justice De- 
partment. Nor have I seen any evidence of any wrongdoing on the 
part of any of the parties to the settlement agreement or in the trust 
or the w ay it has beet hn oper: ated since. 

That is all, Mr. Chairman. 

The CuatrmMan. Mr. Allen. 

Mr. Auten. Mr. Chairman. 

Mr. Ross, there is one point I would like to clear up if I can. With 
regard to some of the obligations that were in existence before the trust 
agreement was executed and which were later paid by corporations 
in which the trustee held stock, particularly this $7 million, the agree- 
ment with the Government appears on page 367 and the list of the 
contractors is on page 377 of the former hearings. The agreement 
seems to say that the contractors will pay the $7 million which ‘involved 
4 individuals and 10 corporations, as I read it. 

Mr. Ross. That is correct. 

Mr. AtLen. Was there any agreement between the contractors as to 
which of them should pay the $7 million ? 

Mr. Ross. Yes, there was. 

Mr. ALLEN. What was the agreement ? 

Mr. Ross. Well, the agreement was one that gave effect to the basic 
understanding of the settlement, which was that the payments would 
come out of the American companies. However, the Department of 
Justice was eager for security. At the time, it was uncertain whether 
the ships would earn enough money to make those payments, and 
they wanted the signature of individuals on the agreement in order 
that there would be secur ity for the payments. Actually, the security 
became unnecessary, and, as a result, the payments were all made 
by the American companies. 

Mr. Auten. Did the American companies involved ultimately 
merge into the two corporations in which the trustee holds stock ¢ 

Mr. Ross. That is correct. Three of the American companies 
merged into one. The other, Victory Carriers, remained unchanged. 

Mr. Auten. Do you know on whose books the $7 million, or the un- 
paid part of it, appeared ? 
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Mr. Ross. I do not know, because this happened after the trust was 
established, when my connection with the matter ceased and the trus- 
tees’ attorney took over. 

Mr. Auten. Is it correct to say that the obligation to pay this 
amount was in existence and on the books of the corporation before 
the trust was executed / 

Mr. Ross. Yes. I might say that it was not only on the books of 
the corporations, but, as Mr. Onassis indicated, it was paid down to 
$3 million when the trust was established and was paid down to 
$1,250,000 when the shipbuilding program was embarked upon, and 
it was shown in the projection that was given to the Maritime Ad- 
ministration showing the liabilities which would come out of the in- 
come before money would remain for the building program. 

Mr. Auten. You indicate, then, that under no circumstances is any 
claim that this was a concealed liability justified ? 

Mr. Ross. Oh, no, sir. It was disclosed right on the projection 
given to Maritime. 

Mr. ALLEN. There was some discussion about the provisions in the 
trust, the building program, and so forth, and the very broad au- 
thorization given to the trustee to undertake relatively hazardous 
conduct for the trustee. Could you tell us what would be the ex- 
pected life of the trust at the time it was executed and what the ex- 
pected life of the ships involved would be ? 

Mr. Ross. The expected life of the trust was December 11, 1971, so 
that that was 15 years. I don’t believe the expected life of the ob- 
solete tankers was more than 2 or 3 years. 

Mr. Onassis. Three or four years. 

Mr. Ross. Three or four years. 

Mr. Auten. Mr. Chairman, I do not know whether you intend to 
close the hearings this morning or not, but it seems to me that the 
record should show that there have been a number of statements indi- 
cating that the conduct of the Justice Department was not either ad- 
vised or good in many instances, and they have not been heard. Ido 
not know whether they wish to be heard, but I think it should be 
shown that they have not been heard. 

I would like to say that I join in the statement Mr. Tollefson has 
made that, in my opinion, the Government would be better off if it 
had some of these ships built rather than to try to get any cash settle- 
ment out of it. It seems to me that the Maritime Administration had 
been working toward that end, and I do not see that the hearings 
have developed anything with which I would not agree. 

The CHatrMan. Does that conclude your statement ? 

Mr. ALLEN. Yes. 

The CHarrman. I would like to get it clear in my mind just what 
penalty, if any, was incurred by the present witness. As I under- 
stand, there was a penalty in the settlement of the criminal case. Is 
that correct ? 

Mr. Ross. That is correct. 

The Cuatrman. That was a money penalty of how much? 

Mr. Ross. It was the maximum fines of $10,000 a count for each 
foreign corporation which pleaded guilty. 

The CuHatrmMan. I mean the individual that was charged. 

Mr. Ross. Oh, the indictment was dismissed against the individuals. 

The Cuatrman. And there was no penalty assessed ? 
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Mr. Ross. There was no penalty against the individuals; no, sir. 

The Cuarrman. Somewhere, is there not mention of some amount 
of penalty ¢ 

Mr. Auten. Would you have in mind the $8 million liquidated 
damage? ‘That is one penalty, in a sense, and there was a fine im- 
posed on the corporations, I believe, which was a judgment, I pre- 
sume, a conviction of a certain charge, and the assessment of a fine 
against the corporate defendants. 

The Cuarrman. All the penalties and fines were made against the 
corporations, and not any individual ? 

Mr. Ross. That is correct, sir. You recall that Mr. Olney testified 
last time that, if we ever pushed him to the point where we made 
the Government try the criminal case, they probably would have 
dropped it and not gone to trial because ‘they felt it was so weak and, 
with that feeling, they agreed to dismiss the case against the indi- 
viduals on the basis that the corporations would plead guilty and pay 
these fines, which aggregated, I believe, about $170,000, which was 
the maximum conceivable under the indictment. 

Mr. ZetEnKO. May I call your attention 

The Cuamman. Just a minute. 

So, as to those who had entered into the transaction, there was no 
personal fine assessed against them at all in the settlement ? 

Mr. Ross. There was no personal fine against individuals; no, sir. 

The Carman. All the penalties and fines were on the corpora- 
tions and to be paid by the trust when these properties were put in the 
trust ? 

Mr. Ross. To the extent that they had remained unpaid, but the 
fines were paid long before the trust was established and the fines were 
also paid by foreign companies which have nothing to do with this 
trust. There were many other corporations in the indictment which 
paid fines that have nothing to do with this trust. 

The Cuarrman. What was the amount paid by foreign corporations 
that were entirely outside of the trust at the time of the trust 
settlement ? 

Mr. Ross. Idon’t recall. I could look it up. 

The CHamman. Approximately. 

Mr. Ross. Oh, I would say about $100,000. I could check it for you. 

Mr. Auten. Will you yield, Mr. Chairman? 

The Cuairman. So that those who entered into the transaction, in 
a broad sense, did not receive any penalty for entering into it at all? 

Mr. Ross. There was the penalty of $7 million, and that was paid 
by the American companies, of which 25 percent was owned by Ariona. 

The Cuarrman. The trust finally paid it? 

Mr. Ross. Forty-nine percent at the time and, ultimately, 25 percent. 

The Cuarrman. The trust paid that ? 

Mr. Ross. That is correct; the corporations paid it. The corpora- 
tions paid that amount. 

The Coarrman. After all, the trust bails the transaction out. 

Mr. Ross. Well, that is a characterization. I would not agree with it. 
The fines were paid and the penalties were paid, in large measure, 
before the trust was established; $4 million had been disposed of on 
the civil settlement before the trust was set up. When the trust was 
set up only $3 million remained to be paid. 

The Cuarrman. Three million dollars? 
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Mr. Ross. Three million dollars remained due on the settlement 
figure when the trust was established; $1,250,000 remained due when 
the building program was embarked upon. 

The Cuarrman. Did the trust pay any of that back to those who 
paid it? 

Mr. Ross. I am still talking about the American companies before 
they were put into the trust. They paid it down to $4 million; from 
$7 million to $4 million plus the fines, which aggregated, according to 
my best memory, $160,000 to $170,000. 

Mr. ZeLenxKoO. I just want a question on this point. Let me get this 
right. Before the trust, Mr. Onassis owned 49 percent of these 
companies ? 

Mr. Ross. That is correct ; Ariona did. 

Mr. Zetenko. After the trust, it was only 25 percent ? 

Mr. Ross. That is correct. 

Mr. Ze_enKo. And part of these penalties were paid by the trust, 
assuming the liabilities of the companies ? 

Mr. Ross. That is correct. 

Mr. ZeLenKo. Well, then, it adds up, does it not, that one of the 
advantages that he got out of the trust was he only had to pay half 
the amount of money that he would have, otherwise; 25 percent is 
about half of 49 percent, is it not ? 

Mr. Ross. I am afraid I do not follow the question, Mr. Zelenko. 

Mr. Auten. Mr. Chairman, if I may add one question, I think the 
record should show that the trustee did not pay anything. The 
trustee held shares of stock and received dividends from the 1 or 2 
corporations in which he held stock. 

Mr. Ross. The corporations made the payments. 

Mr. Atten. They made the payments, and that decreased their 
dividends : and decreased the dividends to the trustee by the amount 
of three-quarters, which was paid, in a sense, for their account and 
one-quarter paid for Mr. Onassis. 

Mr. Zevtenko. That is right. When I talk of the trust, I use it in 
the broad sense. I mean the companies. The trust does not get any 
money unless these companies pay it into the trust. 

Mr. Ross. That is correct. 

Mr. Zevenko. Before the trust, Mr. Onassis owned 49 percent, 
and in the moneys that were paid before they entered into the 
trust he was obligated, personally or some other way, for 49 percent 
of the penalty. 

Mr. Ross. That is correct. 

Mr. ZeLteENKo. Then these companies go into the trust. After the 
trust, he only has to pay 25 percent, because it comes from the same 
companies. He has only a 25-percent interest. Do you follow me now ? 

Mr. Ross. I follow you. 

Mr. Onassis. May I enlighten you, Mr. Zelenko? 

Mr. ZELENKO. I would like the answer to that question. 

Mr. Ross. Let me answer that. Well, I will answer it after Mr. 
Onassis answers. 

Mr. Onassis. With Mr. Burger, it was the opposite of the case of 
Mr. Morse. Mr. Burger used to say—because in those days, as I told 
you, during the negotiations of the settlement the values of the ships 
were low, so we used to say, “Take the ships, Mr. Burger. Let’s 
kiss each other goodby and let’s forget this whole thing.” He used 
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to say, “I don’t want any ships. I want money,” which is the opposite 
of what Mr. Morse said. 

Mr. Zevenko. I will tell you what the answer is. The first one 
did not get money and the second one has not gotten ships. 

Mr. Onassis. Wait a minute. The first one got $7 million plus the 
fines out of nothing, and the second one was going to get 2 ships ahead 
of schedule by 1 year if it wasn’t because of these difficulties. 

Mr. ZELENKO. Can I get the answer to this question, please ? 

Mr. Ross. The answer is this; that, when the Justice Department 
wanted a trust setup because of the citizenship aspect and we argued 
that all that is required for citizenship, as Mr. Tollefson indicated, 
is 51 percent in American hands and the setup should remain, to be 
overcautious, Justice said that 75 percent of the stock be put in the 
trust so that Mr. Onassis has to take a portion, 24 percent, out of 
his 49 percent holding and put it in the trust, as well. 

Mr. ZeELENKO. He got a lesser interest, but I think I will be able to 
demonstrate that he made more money. Now, answer the question, 
please: Whereas before the trust he had to pay 49 percent of these 
penalties, after the trust he only had to pay 25 percent. That was 
the origin: al question. 

Mr. Onassis. So what? 1 gave it away. 

Mr. ZeLenko. Just a minute, Mr. Onassis. Let us find out. 

Mr. Ross. If you are saying that after the trust he was only a 
25-percent stockholder and, as a result was affected only to the extent 
of 25 percent, that is a correct statement; yes, sir. 

Mr. ZeLenko. In other words, my statement is correct, is that right? 

Mr. Ross. As to the 25-percent ownership. The implication that 
he made money on it is wrong. 

Mr. Onassis. The 25 percent was a provision and a compulsory 
thing because of the coastwise privileges they wanted to have. It 
wasn’t my choice. 

Mr. ZeLenKo. I am interested in the Department of Justice reason- 
ing. 

Mr. Onassis. The Department of Justice wanted to reduce it to 25 
percent. I didn’t ask to reduce it to 25 percent. They wanted to 
reduce it to 25 percent so that they could have ships under the Ameri- 
can flag with coastwise privileges. 

Mr. ZeLenKo. But you did not mind, due to the fact that you may 
have made out better, even though they assisted. 

Mr. Onassis. On the contrary, I would have liked to keep the 25 
percent. 

Mr. Zeienko. Mr. Ross, would you please answer the question - 
see if lamright? Before the trust, Mr. Onassis was obligated for ¢ 
percent of this $7 million / 

Mr. Ross. Through Ariona 

Mr. Zetenno. After the trust, he is only obligated to 25 percent? 

Mr. Ross. That is correct. 

Mr. ZeELENKO. Now, we are back where we started, and you have 
caught up to me. 

Mr. Ross. Remember, that $4 million had already been paid by the 
time the trust was established. 

Mr. ZetenKo. And, instead of paying $1,500,000 out of the remain- 
ing $3 million, he was only obligated to pay $750,000. Now, there 
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were back taxes. Somebody mentioned $10 million or $12 million that 
went out of the moneys that went into the companies; is that right? 
That was $4,200,000 outside of these figures that we were talking about. 
There were other back obligations of these companies that the trust 
assumed and has paid out ; isthat r ight ¢ 

When I say “the trust,” [ mean the c ompanies in it. 

Mr. Ross. I don’t know what you mean by a back obligation. The 
company paid all its taxes currently. Wh: atever taxes were due were 
paid currently. The taxes you are talking about is on the contention 
xy the Government that, although the profits were made by a foreign 
company, they would be treated as though made by an American com- 
pany and taxed to it and that matter had not been settled at that 
time. 

Mr. ZeLenKo. Whatever the reason the same reasoning and per- 
centage as to what Mr. Onassis had to pay out applied on other obliga- 
tions as well as the one we spoke about, is that right? 

Mr. Ross. Yes, and those taxes were set forth on the projection to 
Maritime. 

Mr. Zecenxo. The trust has two-hundred-and-twenty-six-thousand- 
some-odd dollars in it now or the companies do. That is the figure 
we got. 

Mr. Ross. How much? 

Mr. ZeELENKO. Some two-hundred-thousand-odd dollars. There has 
been about $19 million paid out for some of these things that we are 
talking about. Now since the trust, on those obligations Mr. Onassis 
has paid half as much as he did or he would be obligated to pay before 
the trust. That is what we are talking about here now. 

Mr. Ross. As the difference between the 49 percent and the 25 per- 
cent, that is correct. 

Mr. Onassis. On the other hand—— 

Mr. ZELENKO. I am trying to show that he has received great mone- 
tary advantage. I would not say that he got it through the trust. 

Mr. Onassis. Mr. Zelenko, excuse me if I may,sir. If I had 49 per- 
cent, which I wish I could have had, if I had 49 percent it is true that 
to the extent of the $19 million that have been paid instead of 25 per- 
cent being my share it would have been 49 percent, but on the other 
hand, it is also true, you will agree with me, that in the $20 million 
coming on in the $50 million building program and the ships I would 
have had 49 percent instead of 25 percent, so what are we talking 
about ? 

Mr. ZeteNKO. Except this, Mr. Onassis: You have already gotten an 
advantage monetarily but what is going to happen in the future 
nobody knows. 

Mr. Onassis. No,no. Excuse me, sir. 

The future, like I told you the other day, it is money in the bank. 
If you want those $20 million they can go to a bank tomorrow and cash 
it. 

Mr. ZetenKo. We have not got it in there now. 

Mr. Onassis. If you want it, ask them to do it and they will do it. 

Mr. Zetenko. Will you ask them to do it ? 

Mr. Onassis. If you want. I can’t ask them to do it. I am nobody 
toask but you can ask, sir. 

Mr. ZeLenKo. Mr. Ross, Tam just going to conclude. 
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Mr. Ross, Let me finish my other answer, please. 

Mr. Zectenxo. Go ahead. 

Mr. Ross. When you talk about back obligations and $19 million, 
these mortgage payments are current obligations. When you take 

a ship with a mortgage, that mortgage has to be paid currently, 
Otherwise there is a foreclosure and you lose the ships. So most 
of this money went to current obligations. 

Mr. Zetenxo. Let us explore that. The mortgage was incurred 
by Mr. Onassis when he owned 49 percent. So you are still paying off 
something he incurred in those payments. 

Mr. Ross. The mortgage payment is a current obligation. 

Mr. ZeLenko. It is a current obligation for something of which Mr. 
Onassis had advantage for which now he has only to pay half as much 
out as he did before as a result of the trust. 

Mr. Onassis. Mr. Zelenko, I can prove you and I am ready and 
prepared to go back that I would be immensely better off with 49 
percent than with 25. Arithmetically and mathematically I will 
yrove it to you. I am ready. I am prepared if they allow me, the 
Maritime Commission and Justice Department, to go all the way 
back to 49 percent. 

Mr. ZeLENKO. Mr. Ross, I think you indicated that you represented 
Mr. Onassis and his corpor ations at the time of the settlement. 

Mr. Ross. In addition, the American companies as well. 

Mr. Zevenxo. I think you also indicated that in your opinion there 
was a perfect defense. As a matter of fact, last year you stated that 
your clients were innocent. 

Mr. Ross. That is correct. 

Mr. ZeLenKo. Nevertheless you pleaded some of your clients guilty. 

Mr. Ross. That is correct; yes, sir. 

Mr. ZeLeENKo. Now, can you tell me sir, why, when you considered 
your clients innocent, some of them, you pleaded them guilty ? 

Mr. Ross. Well, the clients that pleaded guilty were corporate 
clients. 

Mr. ZetenKo. Who could not go to jail. 

Mr. Ross. You know Mr. Olney testified that this was not the kind 
of a case where anybody would go to jail. That is what the Justice 
Department testifield. 

Mr. Zevenko. May I refresh your recollection as to one of the 
things Mr. Olney said at page 223, and this is when he was discuss- 
ing this: 

Mr. OLNry. * * * the judge imposes a sentence in his discretion and is not 
obliged to impose sentence in this case, and I doubt that, under the circum- 
stances of this case, he would have imposed a jail sentence. 

Mr. ZELENKO. You do not know. 


Mr. OLNEY. No, but we had very good reason to believe that the judge would 
not impose a jail sentence in this case, particularly Onassis. 


That is Mr. Olney’ s testimony. 

Now tell me, sir, why if your clients were innocent you pleaded them 
guilty? 

Mr. Ross. Because my clients were willing to accept a settlement 
where that was one of the conditions imposed by the Justice Depart- 
ment. In my negotiations I told the Justice Department they had no 
case, drop the whole indictment. I tried to get a nolo contendere plea. 
They stood pat and said they would not settle this without an agree- 
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ment to plead guilty and that was the statement which Mr. Krouse 
made to the court in his presentation and that followed the pattern 
which had been followed in other cases where settlement had been 
made. 

Mr. ZeLtenko. Can you tell me one more answer, please, Mr. Ross? 
Why it is, if you know, that Mr. Olney singled out in his answer Mr. 
Onassis. He says, “particularly Onassis.” 

Now, there were other individuals and corporations and Mr. Olney 
said he had reason to believe that Mr. Onassis would not go to jail. 
This is nothing that refers to you at this moment, Mr. Onassis, except 
I want to know if Mr. Ross knows the reason. 

Mr. Ross. No, I wasn’t aware of the statement until you just read it. 
I had seen it but I was not aware of it. 

Mr. ZeLENKO. Does this statement refresh your recollection as to 
anything that has transpired or does it mean anything to you? 

Mr. Ross. All I can say is that he must have assumed that having 
lost two cases and having the Maritime render opinions that this 
was perfectly legal that no jury would convict under these 
circumstances. 

Mr. ZetenKO. We shall go on at another time but I want to know 
if you know why he said, “particul: irly Onassis,” when there were other 
individuals in the same case. 

Mr. Ross. I do not know and I was not aware of the statement. 

Mr. ZeLenko. Thank you. 

Mr. Onassis. May I answer? 

Mr. ZeLenKO. If you know you can. 

Mr. Onassis. Iam going to use my imagination. 

Mr. Ross. They want facts. 

Mr. Onassis. It is a fact. 

Mr. Ross. No, that is enough. 

Mr. Onassis. There is a fact, the fact that I came here, I was the 
only one who came here on my own. That would influence the judge. 
Nobody brought me here. 

The Cuarrman. We will conclude the hearing. 

Thank you, Mr. Onassis. 

Thank you, sir. 

Mr. Ross. Are we finished ? 

The CuarrMan. For the day. 

You are excused. 

Mr. Onassis. Is it for the day? 

The Cuarrman. No; you are excused. 

The committee will recess to meet again on Thursday morning at 
10 o’clock. 

(Whereupon, at 12:20 p. m., the hearing was adjourned subject to 


the call of the Chair.) 
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STUDY OF TRADE-OUT AND BUILD ACTIVITIES OF 
ONASSIS COMPANIES 


TUESDAY, JULY 8, 1958 


Hovusr or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE OF THE 
CoMMITTEE ON MercHant MARINE AND FISHERIES, 
Washington, D. C. 
The subcommittee met at 10:10 a. m., pursuant to recess, in room 
219, Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 
Present: Representatives Bonner, Kluczynski, Zelenko, Tollefson, 
and Allen. 
Also present: Bernard J. Zincke, counsel; Robert H. Cowen, assist- 
ant counsel, and William B. Winfield, chief clerk. 
The Cuarrman. The committee will come to order. 


TESTIMONY OF HAROLD 0. BECKER, TREASURER, VICTORY CAR- 
RIERS, INC., AND ALEXANDER S. ONASSIS CORP., ACCOMPANIED 
BY CHARLES S. CUNNINGHAM, OF KIRLIN, CAMPBELL & KEAT- 
ING, NEW YORK, COUNSEL, GRACE NATIONAL BANK TRUSTEE 


Mr. Zincke. Give your name and background, Mr. Becker, please. 

Mr. Becker. My name is Harold Becker. I am the treasurer of 
Victory Carriers and Alexander S. Onassis Corp. 

The CuarrmMan. Will you stand and be sworn ? 

Do you swear that the evidence you give in this case will be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Brecker. I do. 

Previously to that I was treasurer of United States Petroleum 
Carriers, Western Tankers, Trafalgar Steamship Corp. and that was 
from 1951 to June 7, 1957. 

Prior to working for Victory Carriers and those companies I was 
17 years with Grace Lines as chief accountant. 

Mr. Zincxe. Mr. Becker, you are familiar with the handling of 
the payments under the so-called settlement with the Department of 
Justice, are you not? 

Mr. Brecker. Yes. 

Mr. Zinckxe. What was the machinery used by your companies to 
make those payments? 

Mr. Becker. Well, they were paid out of one company, Vic- 
tory Carriers. All the payments were made by this company and 
the $7 million was allocated among 4 companies. It was allocated 
on the basis of the book value of the ships. The other companies have 
reimbursed Victory Carriers for their proportion of the settlement. 
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Mr. Zrincxe. How were those items treated, as expense items? 

Mr. Becker. Yes, sir. They were charged as miscellaneous expense 
at that time. 

The Cuartrman. Mr. Tollefson, do you have questions? 

Mr. Totierson. I have no questions. 

The Cuarrman. Mr. Zelenko? 

Mr. ZeLENKo. Mr. Becker, we were told that you were the man with 
the figures. 

Mr. Brecker. I am supposed to have them. I hope I have every- 
thing you want, sir. 

Mr. Zetenxo. What we would like if possible is this: From the 
time of the settlement when the trust was organized, from the time 
of the trust, all the receipts that came into a company. It was not 
to the trust, was it; it was to one of the companies ¢ 

Mr. Brecker. Yes. 

Mr. ZeteNKO. Which company did they come into? 

Mr. Becker. They came to Victory Carriers. First they came into 
United States Petroleum and the other two tanker companies but then 
when the ships were transferred then the receipts came into Alexander 
S. Onassis Corp. 

Mr. Zetenko, From the time when the trust was started, can you 
give us the amount of the receipts which came in to all the companies 
all together; that is, those receipts in which we are interested 4 

Mr. Becker. Well, this is from September 1, 1956, to March 31, 1958. 

The gross vessel revenue was $31,239,914. The vessel expenses and 
charges against that were $14,869,744. 

Mr. ZeELENKO. Very briefly can you just tell us what this $14 million 
is made up of when you say “vessel expenses” ¢ 

Mr. Becker. That is for the wages, and feeding the crew, repairs, 
supplies, insurance, and regular husbandry of the ship. 

Mr. ZeLenxKo. Regular operating expenses 

Mr. Becker. Yes. 

Mr. Zevenxo. All right. 

Mr. Becker. That left gross profit of $16,370,170. ‘That is for that 
$16,370,170 period. 

Mr. ZeLenkKo. Will you tell us, please, what was done with the $16 
million ? 

Mr. Becker. Well, I have it broken down by items here of pay- 
ments after Anges 31 to the Government. On the settlement agree- 
ment there was $2,050,000 paid. That was the balance due. 

Mr. ZELENKO. May [ interrupt at that point, please / 

That figure that you have given us is the balance of the $7 million 
settlement which was made in the civil case in 1955. That is what it 
alludes to ¢ 

Mr. Brecker. That is right, the December 21 settlement. 

Mr. ZeLENKo. So there was a balance due of $2 million? 

Mr. Becker. Yes. Federal income taxes from 1948 to 1954, $4, 
212,176. 

Mr. ZeLenKo. Those taxes were taxes on the companies from before 
the trust and before the settlement ? 

Mr. Becker. That is right. 

Mr. ZeLeENKO. It was 6 years after taxes? 

Mr. Becker. That was from 1948 through 1954. 

Mr. ZeLten«Ko. Go ahead, sir. 
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Mr. Becker. Then the collector of customs for duty on foreign re- 
pairs and all that, $94,713; Federal taxes for 1955, $52,487. 

Mr. ZeLENKO. What kind of taxes were those ? 

Mr. Becker. Federal income tax. 

Mr. ZeLENKO. Were those income taxes on the companies them- 
selves, on the earnings ¢ 

Mr. Becker. Yes, on the earnings of the companies for 1955. We 
had very little operations in the tankers and they were tied up for a 
couple of years while we were in this hassle with the Government 
which was settled December 21, 1955. 

[ have this broken down. The companies paid for items prior to the 
trust, and then I have money after the trust. 

I will give you all the prior to trust figures first. 

Mr. Zecenko. All right. 

Mr. Becker. Then they paid Metropolitan on the mortgage out- 
standing, the amount of arrears, $3,663,500, 

Mr. ZeELENKO. That was prior to the trust? 

Mr. Becker. Well, there was an indenture of trust which ran to 
February 1, 1960, and on August 31, there was outstanding $7,- 
353,500 and the payments due after the trust were $3,690,000, which 
I deducted and gave the balance of $3,663,500, which was paid, which 
Was in arrears when the trust was formed. 

Mr. Zetenko. In other words, those payments were on mortgages 
which were due from before the trust agreement ? 

Mr. Becker. That is right. 

Mr. ZeLenko. All right. Go ahead. 

Mr. Becker. Then Bethlehem Steel Co. for repairs, $115,211. 

Mr. ZeLenxo. Is that for repairs prior to the trust also? 

Mr. Becker. Yes, that was some repairs that were done in 1953. 
The total of all these figures is $10,188,087. There were other items 
paid which were payments made by the corporations after the trust 
agreement: United States Maritime Administration mortgages, 
82,093,611. 

(The figures follow :) 

Metropolitan mortgage outstanding, Aug. 31, 1956*_.-_._..__________ $7, 353, 500 


Original indenture for payment of loan from Sept. 1, 1956, to Feb. 


hy SRRSNSE SES MRS srs) fend tt bo i) teed ae de 3, 690, 000 
Amount in arrears when trust formed... «..<.2.60652.6.5 282i. 3, 663, 500 
Bethlehem Steel Co. : 

Unpaid repair bills of 1953__.__-_-_--__~~- ates snes Qeny OOw 

Paid: betor@ truttacessiccc a cccccsccencscensecctdene 235, 789 
Aspunt paid S2ter. TRUst SOLOOMORs Qn 6g tc cedemeencunnsne 115, 211 
Amounts paid by trust for previous debts to outsiders_____________~ 3, 778, 711 





-aid by trust for previous debts: 





I ics I I i a i ci a a 6, 409, 376 
LO Othera....~«, a ak a ee Ceaidacs climaxes aan, tty © Ae OE 
PO ai at ss a es cn esac es ler cm agi lec dics Se 


1 This includes $402,000 held by trustee Aug. 31, 1956. 


Mr. ZeELENKo. What was that for, Mr. Becker / 
Mr. Becker. That was the annual payment on Victory Carriers. 
There is a note due of about $350,000 on the 7 ships, about $50,000 
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a ship, and then there were notes paid off on 2 tankers which were 
transferred foreign and 2 Liberty ships that were transferred 
foreign. 

Mr. ZeLenKo. Were those 4 vessels part of the group of 14 that 
were transferred under the trust ? 

Mr. Brecker. Yes, they were. That was the two Libertys and 
McKittrick and Montebello Hills. 

United States Maritime Administration interest, $188,008. 

Federal income taxes for 1956 and 1957, $3,772,978. 

Mr. ZeELENKO. What do those income taxes represent? The vessels 
were traded foreign and we understood last year from the Internal 
Revenue that there would be no income tax. 

Mr. Becker. Victory Carriers. 

Mr. Zetenko. I am not disputing you. I want you to please 
explain that to us. 

Mr. Becker. Victory Carriers, and also in 1957 up to June 7, the 
American companies, which were: United States Petroleum and the 
other 2 small tanker companies had income for the first 6 months 
which we had to pay the tax on. 

The total of those items is 56 054,59 

Adding them as ‘r makes payme me $19,522,656. 

(The figures follow: 


Payments to United States Government since settlement agreement Dec. 21, 1955 


Paid prior to Aug. 31, 1956: 


Settlement agreenie isi easeiticcks adalat sien Aaa scene staal thr _..... $4, 950, 000 
USMA mortgages___- ae ea ae re re ee De a 1, 952, 899 
USMA mortgage interest___ Lien a eae shat aah EG de 155, 789 
PeGeral iced tAXGR. 6 ees beh eed orn oe 0 

a RI nr ae al le 7, O58, 688 








After Aug. 31, 1956, trust (United States Corporation debts) : 


een ORIEN of eee od _ 2, 050, 000 
Federal income taxes 1948—54_ ae abcess neme . , 212, 176 
Collector of customs duty, foreign repairs iia ee cate 94, 713 
Federal taxes 1955 ees 5 52, 487 

NN ni sk Di ilatoce <7 oN i eee ee _ 6, 409, 376 


After Aug. 31, 1956, trust (United States Corporation debts) : 
USMA mortgages_- La Cotecpanine bs atau segment ae te sages. bag Sy 


USMA mortgage interest _ i sedis : cai 188, 008 
Federal income taxes: 
A a a i sips issn ats tas taste 
a ache ee Fy BH 
- — - $1 772, 973 
i a Sass saa hn a cc a a cil te cia aii teat Beech 6, 054, 592 
Se ee sien satel i aceite aaa vw 19, 522, 656 


Mr. Zetenko. Were those the only payments that were made ? 

Mr. Becker. There were others but I only picked out the large 
payments. 

Mr. Zecenko. We understood that there were payments of about 
$600,000 for legal fees. 

Mr. Becker. Yes. I have all the legal fees separate. I didn’t know 
you wanted those. 
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Mr. Zecenxo. Mr. Onassis mentioned that. That is why we were 
interested. 

By the way, before you do that, I think you said the profit was $16 
million but the payments were $19 million. Is there any balance now ? 

Mr. Becker. Well, of course, I know where the difference is. This 
$3 million that I gave you wasn’t paid until after March 31. 

Mr. ZeteNKo. Which $3 million is that? 

Mr. Brecxer. The Federal income taxes for 1956 and 1957, that 
$3,700,000 was paid after March 31, and these figures only go up to 
March 31 so I would say there is about a million dollars a month profit 
and that would account for the difference in this $16 million and $19 
million. 

Mr. ZrteNnkKo. Is there money in the trust now? 

Mr. Becker. There is nothing in the trust. In the company I 
would say that our bank balance at the present time, yesterday, was 

750,000. 

Mr. ZreLENKO. This $3 million, you have given a profit of $16 mil- 
lion and expenditures of $19 million. 

Mr. Becker. But the profit I only gave you up to March 31 whereas 
I have given you the expenditures up through June here on the taxes. 
Those taxes were paid in June and they amounted to 53 million. There 
is about a million dollars a month profit on these charters there and 
if you added that up to June you would come to $19 million, which is 
the same as the expenditures. 

Mr. ZeLenKo. That would mean, then, that there is roughly no 
money in now? 

Mr. Becker. Well, there is just $750,000, because there was money in 
at the beginning. 

Mr. Zetenko. What are these other expenditures that you were 
starting to give us, the half million dollars or more for legal fees? I 
assume you ‘also have a sheet for salaries of the trustees or those « oper- 
ating the companies? 

Mr. Becker. The officers’ salaries I have. 

Mr. ZeLenKo. Yes. 

Mr. Becker. Well, in 1957, Victory Carriers paid $36,924.30, in 
legal fees. This statement I have. 

You see, the trouble cr our legal fees, the lawyers send you a bill 
in for these estimates 3 and 4 years after, and some of them get paid 
on account but we book the whole law bills as an expense and accrue 
them. 

Mr. ZELENKO. You see, Mr. Onassis told us about 2 weeks ago that 
there was 1 item of $202,000 which was paid out. 

Mr. Becker. Well, it was paid out to Kirlin, Campbell, and Keating. 

Mr. ZEtENKo. For what period is that, for what— 

Mr. Becker. Pardon? 

Mr. ZeELENKO. For what period of work? 

Mr. Becker. I would say from January 1957 down to June 7, 1957. 

Mr. ZeELENKO. From January 1957 to June 7, 1957. 

Mr. Becxer. Yes. 

Mr. ZetenKo. For whom were Kirlin, Campbell, and Keating at- 
torneys in this whole operation ? 

Mr. Becker. They were attorneys for us, for the companies. 
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There was a hearing last year. I think you people had a hearing 
last year 

Mr. ZELENKO. We had 8 days of hearings. 

Mr. Brecker. They attended that and they attended to all the trans- 
fers of the ships and various other matters in connection with the trust 
and everything else. 

Mr. ZeLeNKo. CanI ask youthis. I do not want to dispute lawyers’ 
fees, as such. Who passes on the bills? 

Mr. Becker. Well, the president and the board of directors. I have 
nothing to do with appointing lawyers. All I do is pay the men on the 
approval. 

Mr. ZeLeENKo. I am not talking of you personally. You are just in 

charge of the figures. I want to know who passes on the bills. 

Mr. Brecker. Well, the president of the company and the board of 
directors have passed on some of them. 

Mr. ZetenxKo. They would have a copy of the bills submitted or the 
company would have it 

Mr. Brecker. I do not know but the bills were given to me by the 
president. 

Mr. ZeLENKO. Do you have them in your records ¢ 

Mr. Becker. Yes, I have a copy of the bill. I could submit vou « 
copy of the bill. 

Mr. ZeLenKo. There was also testimony by Captain Conway. 

We would like a copy of the bills. 

The CHarrMan. We will insert it in the record. 

(The document referred to will be found in committee files. ) 

Mr. ZeLeENKO. Captain Conway said there were $605,000 in legal 
fees. That was his testimony. Can you give us the other $400,000 ¢ 

Mr. Becker. Bailen & O'Sullivan, in 1957, $150,000 for the tanker 
companies and from the Victory Carriers, $32,526.97 

Mr. ZeLenKo. Do you have a copy of their bill / 

Mr. Becker. Yes. 

Mr. ZeLeNKo. Who are they? 

Mr. Becker. They are tax attorneys and, well 

Mr. ZeLenkKo. Are they the attorneys for the trustee / 

Mr. Becker. No; Kirlin and Campbell. 

Mr. Zectenxko. You said Kirlin and Campbell were the ones that 
helped transfer the ships and therefore that was their fee. 

Mr. Becxer. A lot of these bills came in, Mr. Zelenko, for prior 
services to when the trustee took over. 

Mr. ZetenKo. I see. Some of these bills which you are talking about 
now, this Bailen & O'Sullivan, $180,000, are for bills prior to the 
trust ¢ 

Mr. Becker. Yes, and during the transfer they worked on that. 

Mr. ZeLeNnKo. The »y worked with Kirlin and Campbell ? 

Mr. CunninouAm. There were tax features involved in the transfe1 
out probably, and they specialize in that. 

Mr. Teenxo. | ‘ould you give us copies of their bills 

Mr. Becker. There is a couple of ag 
because they get paid over a period of some of them 5 and 10 years. 
They are taking their money that way and then I guess they don’t 
have to pay so muc h taxes. 
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Mr. ZeLeNKo. What I mean is this, sir: We would like to know as 
long as we are interested in this trust which was to build the ships, 
what payments are being made? Do you have a copy of the agree- 
ment ¢ 

Mr. Becker. I will give you copies of the agreements. I will 
photostat it and send it to Mr. Zincke. 

(The copies of agreement referred to follow :) 


3AILEN & O’SULLIVAN, 
ATTORNEYS AT LAw, 

New York, N. Y., July 25, 1956. 

UNITED STATES ‘PETROLEUM CarrierRS, INC. 

Victory CARRIERS, INC. 

WESTERN TANKERS, INC. 

TRAFALGAR STEAMSHIP Corp. 

655 Madison Avenue, New York, N.Y. 

GENTLEMEN: You agree to employ us as tax counsel, and we agree to act 
for you in that capacity, for the period commencing July 1, 1956 and ending 
June 30, 1958, at a retainer of three thousand three hundred and thirty-three 
($3,333.00) dollars monthly for the six (6) months July 1, to December 31, 1956, 
and two thousand five hundred ($2,500.00) dollars monthly for the period 
January 1, 1957, through June 30, 1958, payable at the end of each month. 
The foregoing shall include nontax services, which we hereby agree to provide, 
during the period July 1, to December 31, 1956, related to implementation of 
the settlement of December 21, 1955, with the Department of Justice (including 
services looking toward establishment of the trust contemplated by said settle- 
ment), and to the so-called “new building program”’. 

We shall be entitled to additional fees only for extraordinary tax services, 
such as the securing of substantial tax refunds, or settlement of substantial 
tax deficiencies that may be asserted against you, or court litigation with respect 
thereto, and for nontax services rendered after 1956. 

Very truly yours, 
BAILEN & O’SULLIVAN. 
By E.ior BAILEN. 

Agreed : 

UNITED STATES PETROLEUM CARRIERS, INC. 
By — . 
Vicrory CARRIERS, INC. 


By — 

WESTERN TANKERS, INC. 
By ——— —— 

TRAFALGAR STEAMSHIP CORP. 
By — oo 


BaILEN & O’SULLIVAN, 
ATTORNEYS AT Law, 
New York, N. Y., July 25, 1956. 

Untrep States PerroLteumM Carriers, Inc. 

Victory Carriers, INC. 

WESTERN TANKERS, INC. 

TRAFALGAR STEAMSHIP Corp. 

655 Madison Avenue, New York, N.Y. 

GENTLEMEN: We refer to our discussions with Mr. Nicolas Cokkinis regarding 
Settlement of our claim for additional fees for past legal services rendered by 
us to your companies. 

In full settlement of all such fees for services rendered through May 31, 
1956, you jointly and severally agree to pay, and we agree to accept, the sum 
of one hundred fifty thousand ($150,000) dollars, payable at the rate of two 
thousand five hundred ($2,500) dollars per month over sixty (60) months. 
Such payments shall be independent of any agreement between us with respect 
to future services. 
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Payment shall commence on September 1, 1956 (and continue on the first of 
each of the succeeding fifty-nine (59) months). It is agreed that, in the 
event of default in the payments due hereunder, any indebtedness that may be 
due by Trafalgar to U. S. Petroleum, Victory or Western shall be subordinate 
to its liability to us under this agreement. 

Very truly yours, 
BAILEN & O’SULLIVAN. 
By E.ior BAILEN. 

Agreed : 

UNITED STATES PETROLEUM CARRIERS, INC. 





By —_—_—_ 
Victory CARRIERS, INC. 
By — —— 
WESTERN TANKERS, INC. 





By ——— ———- 
TRAFALGAR STEAMSHIP CorP. 





By 


May 8, 1958. 
Barten & O’SULLIVAN, 
515 Madison Avenue, New York, N.Y. 

GENTLEMEN: We refer to recent discussions concerning the compensation to be 
paid to your firm for extraordinary legal services involved in the settlement, in 
December 1957, of proposed Federal income tax deficiencies against Victory Car- 
riers, Inc., United States Petroleum Carriers, Inc., Western Tankers, Inc., and 
Trafalgar Steamship Corp. for their taxable years through 1954. 

For such services, we jointly and severally agree that you shall be paid the 
sum of $350,000, which, for our convenience shall be payable in instalments, as 
follows: 


RR NI ROCCE oi sii erence tenes on mnneimarn mapa pine men pi irerin $35, 000 
aia ia bl cinco. pea taame ca eerie eden 35, 000 
I a A cicada: ceaisacubnp sah cscyiis Nate eiiasibta ve ieee tsessweisioeweinin oi cain eee 35, 000 
PE 0 ae deine cece caleeeanennocekenenecbhoeoecanwaiee 45, 000 
eR scii tala nek < dation cde au wieab amen minnisc Seaniow at 50, 000 
es iat ed Seem Daina Sinem keene ae 
aa aa alae bce ala extn inci isnt ethene 50, 000 
OIE Ri A ii esinaita teat na aim anadtin tirgapaiuieg Sei lt cards ad ak on eee 

ch cea la it asa pe macnan G00, OOD 


The amounts set forth above are in addition to any amounts remaining unpaid 
to you under the letter agreement, dated July 25, 1956, providing for settlement 
for your past services as of that time, and are also in addition to the sum of 
$75,000, representing the presently unpaid portion of compensation voted to you 
by the boards of directors of the undersigned companies on October 1, 1957, for 
services in connection with the new building program and transfers foreign. 

It is understood that the amounts agreed to be paid to you by this letter, 
together with the amounts referred to above which have heretofore been agreed to 
be paid to you, will constitute full compensation to your firm for all services 
rendered to date, and that you have no other claims against the undersigned on ac- 
eount of such services. 

Please indicate your agreement by your signatures in the spaces provided below. 

Very truly yours, 
Victory CARRIERS, INC., 


By ———- ———__,, President. 
ALEXANDER S. ONASSIS CorP., 
By ——— ——_,, President. 


Accepted and agreed to: 
BaILeEN & O'’SULLIVAN, 
By Entror Barren, Partner. 
By BENJAMIN C. O’SuLLIvAN, Partner. 
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SAILEN & O’SULLIVAN, 
ATTORNEYS AT LAW, 
New York, N. Y., October 2, 1957 
Mr. Harotp O. BECKER, 
Victory Carriers, Inc., 
655 Madison Avenue, New York, N.Y. 

DEAR Haroip: Enclosed is our firm’s statement in the new building matter. 
While the bill speaks in terms of extraordinary services in connection with new 
building and transfers foreign through June 7, you of course understand that 
there have been no extraordinary services on the subject matter of this bill 
during the period between June 7 and the present date. 

Sincerely, 
Beng. C. O’SULLIVAN. 


BAILEN & O’SULLIVAN, 
ATTORNEYS AT Law, 
New York, N. Y., October 2, 1957 
Victory CARRIERS, INC., 
655 Madison Avenue, New York, N. Y. 
For extrordinary legal services through June 7, 1957, in connection with 


new building program and transfers foreign-__._---..-_--_--------- $150, 000 
Less portion payable in 4 equal annual installments on or about 

Apr. 1, 1958, Apr. 1, 1959, Apr. 1, 1960, and Apr. 1, 1961............... 100, 000 

AMOGNE WOW Gils coon oe See eee $50, 000 


Mr. ZeLeNKO. That leaves about another $200,000 for legal fees. 

Mr. Brecker. Then some of that is still in 1956. The trust was 
formed in August 1956. Bailen & O’Sullivan were also on retainer 
with us. They got $2,500 a month besides those other figures. 

Mr. ZeLenko. Besides the { igure that you just gave us? 

Mr. Becker. Yes. In all Bailen & O’Sulliv an, on these sheets, are 
down for almost $600,000. 

Mr. ZeLeNko. For what period of time? 

Mr. Becker. Well, that started from 1951 on. 

Mr. ZeLeENKO. You mean the trust, on the moneys coming in, still 
owes these people ? 

Mr. Becker. No, they do not owe that money. The only amount 
owed, the unpaid balance to them is $102 ha ‘plus $100,000. It is 
$202,000 unpaid which is payable so much a ye 

Mr. ZELENKO. What do they do for that money ¢ 7% 

Mr. Becker. They don’t do anything any more. That is for past 
services, 

Mr. Zetenko. This is for what period of time? When did their serv- 
ices terminate for which you are paying now? 

Mr. Becker. Well, their services terminated June 30, as far as they 
had a retainer, up to June 30, 1958, and it just terminated. 

Mr. ZeLenKo. Was that retainer signed by the trust or is that all 
prior to the trust ? 

Mr. Becker. That was prior to the trust. 

Mr. ZeLeENKO. Is there any payment for the trustees there? 

Mr. Becker. No. 

Mr. ZeLenKo. Have you paid the trustees anything ? 

Mr. Becker. Nothing. 

Mr. ZeLENKO. Grace National Bank got nothing? 
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Mr. Becker. No, we have never paid them anything. The only 
penn that got a salary is Tinsley Ray. He is secretary “of the comp- 
any and he gets $5,000 a year for th: at, but outside of that, there has 
hoa no pay ment to the trustee. 

Mr. Zetenxo. Mr. Onassis told us that he was obliged to pay an ex- 
tra $15,000 for extra services for the trustee. 

Mr. Becker. I don’t know anything about that. We never paid it. 
He must have paid it personally. 

Mr. ZeLtENKO. What I mean Is this, Mr. Becker, and I am not asking 
you your memory on anything because all I want is the figures. 

Mr. Becker. I know we never paid the trustee anything. 

Mr. ZeLtenxo. The trust was going to get $75,000 the first year and 
the trustee, the Grace National Bank, according to your records, has 
gotten nothing ? 

Mr. Becker. We paid them nothing. 

Mr. Zetenko. Mr. Onassis paid $15,000 to the trustee. 

Mr. Becxer. I saw that in the testimony. 

Mr. Zetenxo. In other words, of the moneys coming into the trust, 
no expenses or fees were paid to the trustee ? 

Mr. Becker. That is right. 

Mr. ZeLtenko. But the $15,000 that Mr. Onassis was talking about, 
that came from him personally ? 

Mr. Becker. That must have come from him personally. It didn’t 
come from us. 

Mr. Zetenko. Did you people get a bill from the trustee? Have 
they submitted a request ? 

Mr. Becker. No, we never got a bill from them. I never saw one. 

Mr. ZetenKo. You see why I ask. I am not going to ask your 
memory because you are only here for the records. 

According to the trust agreement, the trustee is supposed to get 
$75,000 a year. There is no bill submitted and you people have made 
no payment. 

Mr. Onassis is supposed to pay the trustee for any extra work that 
the trustee does over and above the usual work. There was some 
testimony here that the trustee had done so much extra work that 
they had billed Mr. Onassis for $15,000. Yet you people have no 
record of any bill from them of any kind. 

Mr. Brecker. Because we have nothing to do with Mr. Onassis. 

I have never paid any of his bills. 

Mr. Zetenxo. I do not say that you do, sir. We are trying to 
figure this out. Ordinarily the first $75,000 should come from you, 
according to the trust. 

Mr. Becker. But we never had $75,000 because we had so many 
debts to pay off. We never had anything to pay. 

Mr. Zetenko. Here is the thing I am interested in. The attorneys 
for the trustee got paid but the trustee did not? 

Mr. Becker. We were never given a bill for that. I never saw 
any bill. 

Mr. ZetenxKo. Counsel calls my attention to the fact which you may 
or may not know that the pay ment to the trustee for their work comes 
from Mr. Onassis directly. 

Mr. Becker. That is what I have heard. 
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Mr. ZeLeNnKo. In other words, you people are not billed for it at 
all. 

Mr. Becker. No. 

Mr. Zetenxo. Mr. Becker, you have been reading from a lot of 
sheets and records and you say you are willing to let the committee 
have them. Is it possible to let the committee examine the records 
from which you have testified ¢ 

Mr. Becker. Certainly. I will give them a copy. 

Mr. Zetenxo. Would you please submit it for the record and a 
breakdown on all these items? 

The CHatrMan. They will go in the record. 

(The documents referred to follow :) 


PAYMENTS RECEIVED BY GOVERNMENT UNDER SETTLEMENT AGREEMENT WITH 
ONASSIS INTERESTS, DATED AvuGUST 21, 1955 


Payments due under settlement agreement dated December 21, 1955, were as 
follows: 

(1) $6,600,000 in cash. 

(2) $400,000 by release of claims. 

(3) An amount sufficient to pay all past unpaid installments of principal 
and interest on the Maritime mortgages. (This was later computed to be 
$472,591.05.) 

On December 22, 1955, Government received payments totaling $594,862.24. 
Of that amount, $472,591.05 was paid over to Maritime to bring the mortgages 
to a current status, and the remaining $122,271.19 was applied to the $6,600,000 
payment due the Department of Justice. The following tabulation reflects all 
payments received on account of the $6,600,000 cash payment due, the dates of 
each payment and the unpaid balance due after such payment: 













Date of payment Amount of Total pay- Balance 
payment ments due 
Cash payment dur __..| $6, 600, 000. 00 
Dee. 22, 1955 $122, 271. 19 $122, 271. 19 6, 477, 728. 81 
Dec. 23, 1955 ; 38, O75. 16 160, 346. 35 6, 439, 653. 65 
Jan. 3, 1956 127, 024. 97 287, 371.32 | 6,312, 628. 68 
Jan. 12, 1956 8, 597. 00 205, 958, 32 6, 304, 031, 68 
Jan. 30, 1956 200, 000. 00 495, 968. 32 6, 104, 031. 68 
Feb, 29, 1956 200, 000. 00 695, 968. 32 5, 904, 031. 68 
Mar. 9, 1956 231, 440. 63 927, 408, 95 5, 672, 590. 05 
Apr. 3, 1956 200, 000. 00 1, 127, 408. 95 5, 47 190. 05 
May 2, 195 200, 000. 00 | 1, 327, 408. 95 5. § 190. 05 
May 31, 1956 : 200, 000. 09 1, 527, 408. 95 5, 072, 590. 05 
June 29, 1956 = 200, 000. 00 1, 727, 408. 95 4, 872, 590. 05 
July 31, 1956 . 1, 872. 591.05 | 3, 600, 000. 00 3, 000, 000. 00 
Aug. 23, 1955 750, 000.00 | 4, 350, 000. 00 2 250, 000. 00 
Sept. 4, 1956 200, 000.00 | 4, 550, 000. 00 2, 050, 000. 00 
Oct. 4, 1956 200, 000.00 | 4, 750, 000. 00 1, 850, 000. 00 
Nov. 2, 1955 200, 000. 00 4. 950, 000. 00 1, 650, 000. 00 
Nov. 27, 1956_... 200, 000. 00 | 5, 150, 000. 00 1, 450, 000. 00 
Dec. 28, 1956 s 200, 000. 00 5, 350, 000. 00 1, 250, 000. 00 
Feb. 1, 1957 150, 000.00 | 5, 560, 000. 00 1, 100, 000. 00 
Feb. 2%, 1957 150, 000.00 | 5, 650, 000. 00 950, 000. 00 
Apr. 2, 1957 150, 000.00 | 5, 800, 000. 00 800, 000. 00 
Allocation of settlement agreement’ 

Oy = ra scernsan cl ces engl Sa ii ich 
Western Tankers_____ 6 ee ON a ann ge ee ee ee 
United States P etroleum C NT I ss ccnincos encanto ec athe cee 2, 148, 300 
meenengar: Nisemnbip Ooris scan ~ ocd oes inane dd 35. eat 888, 300 

OI a a eee eee 7, 000, 000 


t Allocated on net book value of vessels. 








260 TRADE-OUT AND BUILD ACTIVITIES OF ONASSIS COMPANIES 


Allocation of settlement agreement *—Continued 








WAGES 
T-2 tankers: 
a ie ines Diininke bie ee Ae ee $1, 095 
I a 310 
EpeeeteG “BOF -GRP LD. so wk ee che wcceebuns 785 
Ee WORDEIA OF E150 WORDS ote hierdie eed ncndeedesd dawn 9, 420 
a a ek, it a 3, 438, 300 
Libertys: 
DTI Foo ein cciccivns ceed eto i oben oi. eedes 929 
a tas decibel esate haem tate wales octave adieabmedlimcanidaid 319 
I i a 610 
2 VG BE Bere ON GAT. k cei n was ébococdcumunvewe aes oh Leas 7 1, 220 
ia acti Nadas iia alii ana hd in lal Maan dhl slates Shs 445, 300 
ner UE I nn a sess co plain cides baal 3, 883, 600 
NET WORTH 
Dene SRO Tat Ol 1G) wckcebenbeweede nbdek bse 3, 508, 052 
re Ts ei as i eiidaies cited ei ek ced enasencemeadvocen ch $5, 349, 531 
Less additional tax provision, 1955-57_______________ 1, 758, ¢ 565 
—_—__—_—_ 3, 595, 966 
eres nae UI 8 ik kd Be Fae ee ee bs 7,104, 018 
1 Allocated on net book value of vessels. 
Salaries of officers, July 1, 1958 
ee kB a | 
BN SO cca dc estes inion gb tl mabe tsi essa Nel oee taba dn Favs 13, 400 
I ale a a el eee coaes teal acome 30, 000 
I I asset ceipesbsd isis dened inna nlaiatandelaes ensesaiesebindie 12, 000 
ace acenlesbee halal ian elie aE de kes tkandasb inne eben 5, 000 
Sa a eos nig arene ined mi mnabsnenbiaianiainanaoucmanmnerks 26, 500 
So. aeRO. TROGIR; DORIMITERE TLORRUTET ..0ns i ncmcnsnccne nce ccwcsconne 11, 400 
cate ic tienice seid ret hindus accep aac ace ta Sh a ts on era ca tis tb bedpneo cate a ta 133, 300 
Amounts owed and not current payables, March 31, 1958 
ASO books: 
NTE eee nn ce ali peur arecssoc gk maaan 2, 630, 000. 00 
ES a ee ee ee 334, 546. 60 
REE TR Do naccncmenonacceacecnaaencccan 916, 702. 45 
ee SE een eae 3, 881, 2 2 49, OF 
Victory: Charter cancellation, Victories................-........ 875, 000 


Mr. ZeLenKo. I would like to see them before they goin. Are those 
all the sheets that you have used here, Mr. Becker? Do you have any 
other records that you have used ? 

Do you have copies of the bills that you say were submitted like 
the so-called legal fees and things like that? 

Mr. Brecker. We have a copy of ev ery legal bill that is on that list, 
either that or an agreement. 

Mr. ZetenKo. You do not have them with you, do you? 

Mr. Becker. No. 
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Mr. ZeLENKO. Would it be possible, when you have a chance, to mail 
copies down to the committee here ? 

Mr. Becker. I think, Mr. Zincke got some of them, didn’t he? Yes. 

Mr. Zincxe. I only have them through 1951, Mr. Becker. 

Mr. Becker. This goes back to 1948. 

Mr. Zincke. We have the United States Petroleum Carriers. 

Mr. Brecker. I have these statements that I was reading off to you 
if you want to take those but that is my only copy. 

Mr. Zetenko. Can you make copies of that and get them to us? 

Mr. Becker. I can give you a copy of everything, yes. 

Mr. ZeLteNKO. Do you have the officers’ salaries, here? 

Mr. Becker. No. I have them here. Here are the officers’ salaries. 

Mr. Zincxe. Mr. Becker, on these salaries, for example, you havé 
Granville Conway, president, $35,000. Is that payable by both the 
Alexander S. Onassis Corp. and Victory Carriers? How is it 
allocated ? 

Mr. Becker. It is paid by Victory Carriers. All salaries are paid 
by Victory Carriers and Alexander S. Onassis are billed for $1,200 a 
month per ship for overhead. 

Mr. Z1ncKE. $1,200 per ship per officer ? 

Mr. Brecker. Per overhead. They are billed by Victory Carriers 
each month, $1,200 per ship. $1,200 times 14 is $16,800 a month. 

Mr. ZetenKo. Mr. Becker, would it be possible in order to save time 
for you, since I understand that you have a personal situation today 
and we do not want to keep you here, if we wanted some figures and 
you are back in New York, if we had somebody come to get them 
from you to save you time? 

Mr. Becker. I would give them anything they want. 

Mr. ZELENKO. Would that meet with approval of your counsel ? 

Mr. Becxer. Yes, I have always agreed with Mr. Zincke that I 
would give him anything. There is one other item that you had in 
there about that net worth. I do not know. It was in the other thing 
that you asked Conway that he couldn’t answer. I have the dope if 
you want it. 

Mr. Zincxe. Mr. Becker, in connection with this $7 million penalty 
payment through the Department of Justice to the United States, 
all of that $7 million was charged to miscellaneous expense of the 
various companies ? 

Mr. Becker. Yes. 

Mr. Zinckxe. That means that it was deducted from profit before 
calculating any income tax, was it ? 

Mr. Becker. Yes; but it wasn’t allowed by the auditor for the In- 
ternal Revenue and that is why I had to pay that $3,700,000 on 1956 
and 1957. 

Mr. Zincke. So that there was a tax actually paid on that as profit? 

Mr. Becker. Oh, yes. 

Mr. ZeLtenKo. Do you have a record of any expenses that either the 
trust or the companies in the trust will have to pay which were in- 
curred as a result of expenses prior to the trust? In other words, you 
have a certain amount of running expenses like mortgage payments, 
loans ? 

Mr. Becker. Well, the mortgages are all paid up now. I gave you 
this detail here, this $10 million here, which we had paid, and that is 
everything except the legal fees. 
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That $10 million was the amount that was paid after the trust was 
formed, but it was for pavables incurred prior to the trust. That is 
the amount you wanted, I believe. 

The CuatmrMan. Do you have any questions, Mr. Allen? 

Mr. Auten. Mr. Chairman. 

Mr. Becker, there has been some indication here that there were 
sizable amounts of obligations added to the books of some of the com- 
panies involved which were not revealed at the time that the trust 
was formed or available to those in the Government who were repre- 
senting the Government in making the agreement. 

Mr. Becker. Which is that ¢ 

Mr. Aten. Can you tell me if there are any substantial obligations 
that were added to any of the books of any of the companies which 
ultimately found their way into the corporations in which the trust 
owns stock which were not known to all parties before the trust was 
executed ? 

Mr. Brecker. Yes, the income tax was. That wasn’t on the books. 
We didn’t know how much it was. 

Mr. Atten. Was the Government aware at the time that an income 
tax might be due? 

Mr. Brecker. We had a man in our office for 4 years auditing every- 
thing, going over everything there, and we were aware that some day 
we were going to get hit with the tax but we didn’t know how much 
until he rendered his bill against us and so it wasn’t booked. It was 
never on our books until we finally got the assessment from the Internal 
Revenue. That was that four-million-some-odd-dollars which we 
paid. 

Mr. Atiten. To my question, was the Government aware, I guess 
the answer is “Yes”? 

Mr. Becker. Well, the Government agency was, yes. 

Mr. AtueN. I would like to inquire as to how the books of account 
of the various corporations were kept and items taken from one com- 
pany to the other in the process of reorganization. Would it be true 
to say that there was one set of books for each company, that was a 
running set of books so that the accounts that are now found can be 
traced right back to the origin? 

Mr. Becker. Yes, we have separate books of account for each com- 
pany. We had an audit made of those eve ry year by auditors except 
the years when our vessels were all tied up, except 1953, 1954, and 1955. 

I can furnish you with the copies of the audits. 

Mr. AtiEeN. I am curious more as to how obligations got from one 
company to another and whether the books show every transaction so 
that anything that appears on the books now can be traced back to its 
origin. 

Mr. Becker. Oh, yes, it can. 

Mr. Auten. Were those books of account available at the time the 
trust was made to all parties concerned, including the Government 
people? 

Mr. Brecker. Well, they were available to anybody that wanted to 
look at them. 

We have never refused to show our books to anybody in the Gov- 
ernment. They are in there now auditing. The FBI are in there 
auditing all our books. They have been in there about 7 weeks now. 
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Mr. Atien. Can you tell me if there are any payments now owing to 
the Government which became eefoatato at the time of the trust or 
before ? 

Mr. Becker. No. We may owe them a little interest on some taxes 
which has not been assessed but outside of that we are current with 
all our payments to the Government. 

Mr. Auten. Well, are there any payments that are owing but not 
yet due to the Government ? 

Mr. Becker. Well, we owe mortgages on the ships but they are 
due once a year when the mortgage time comes around on the Victory 
ships. 

Mr. Aten. Is it true to say, then, that all of the obligations that 
were created by the settlement agreement to the Government have been 
paid in full? 

Mr. Becker. I would say so. 

Mr. AuLtEN. You talked about fees paid by the trustee. 

Is it not true that the trustee is merely a stockholder just as any 
other stockholder might be in the two companies of which you are the 
treasurer ¢ 

Mr. Becker. That is correct. 

Mr. Auten. And in addition to that, the trustee, as stockholder, 
votes officers in as directors that it wishes just as any other stockholder ? 

Mr. Becker. That is correct. 

Mr. ALLEN. Now, if the trustee were to pay itself for being trustee 
under the trust, would that come out of moneys paid in to the trustee 
from whatever source there might be and not by the company in which 
it holds stock? 

Mr. Becker. That is right, it would be paid out of the trustee’s 
funds if they had anything. 

Mr. Auten. Have you paid the trustee any funds from either com- 
pany ¢ 

Mr. Becker. No, because, as I say, we never had the money. We 
have been cleaning up all our debts and we just have them cleaned up 
now. 

Mr. Auten. If you project the income and expenses of your com- 
panies, will there come a time at which the trustee will be paid anything 
as a dividend on the stock? 

Mr. Becxer. No. It is not up to us to pay the trustee. 

The only thing that they would get was a dividend. 

Mr. AutLEN. Let me clarify the question. So long as the trustee is 
a stockholder, would you be paying any dividends to the trustee as a 
stockholder under the projection of your expense and income for the 
future ? 

Mr. Becker. Well, not unless the board of directors and the Mari- 
time Administration approves, because Victory Carriers can’t pay any 
dividends without Maritime approval because we owe mortgage money 
to the Government. 

Mr. Auten. Well, what is the probability as to earnings for the 
future? Are you going to operate at a profit or a loss? 

Mr. Brecker. At today’s market, with our Victory ships, we are 
just about breaking even today and as our ships come off charter we 
practically have to operate them at a loss now. 

On the tankers we have these charters until May 1960, which spin 
off a profit of approximately $1 million a month. 
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Mr. Aten. For how many months to go? 

Mr. Becker. There is about 23, so that I expect to take in about 
$23 million for our new building program. 

Mr. Atten. How much of that will be obligated for payment of 
debts ? 

Mr. Brecker. There is no outside debt in that company any more. 

Mr. Auten. Is that a net income or a gross income ? 

Mr. Becker. That would be net. 

Mr. Auten. Who is going to get that ? 

Mr. Becker. Well, that will probably be paid in some character 
to the trust. I don’t know how it will be arranged, but Alexander S. 
Onassis Corp., I understand, are a cosigner on the construction con- 
tract, so the money will probably go to new construction. We have this 
contract to build three ships with Bethlehem on which we paid one- 
million-seven-hundred-thousand-some-odd dollars. 

Mr. Auten. You do think, however, you will have something over 
$20 million by a date in 1960? 

Mr. Becker. That is right. 

Mr. Auten. Someone is going to have to determine what to do 
with that. 

Mr. Becker. That is up to the board of directors and the stock- 
holders. I cannot say what is going to be done with that. 

Mr. Auten. With Maritime’s permission it could be paid as divi- 
dends to the two stockholders ? 

Mr. Becker. It could. 

Mr. Aten. If the company otherwise could meet its obligations? 

Mr. Becker. Yes; if it had no other obligations. 

Mr. Atten. You mentioned $750,000 in the bank. 

Mr. Becker. Yes. 

Mr. Auten. Is that a sufficient working capital of cash on hand 
for the purposes of the company ? 

Mr. Becker. Well, I ae need about $200,000, because the charter 
hire is paid monthly in advance and you are getting your revenue 
before your expenses come in. 

Mr. Auten. What I was getting at was the efficiency of manage- 
ment, whether or not the cash in the bank is maintained at a certain 
sufficient point and all other moneys put into payment of obligations 
that might be drawing interest. 

Mr. Becker. Well, we probably will do something at that now but, 
of course, we have a payment coming up to Bethlehem of $214 million 
in October toward our new ships that are building and we will have 
to pay that out. 

Mr. Auten. But you have reason to believe that the money will be 
available? 

Mr. Becker. Oh, yes, we will have the money available for that. 

Mr. Atten. Have there been any defaults in payments to the Gov- 
ernment on the part of either of your companies ? 

Mr. Becker. Since the settlement agreement ? 

Mr. ALLEN. Yes. . 

Mr. Brecker. No. 

Mr. Auten. Are there any obligations for shipbuilding contracts 
that are in default ? 

Mr. Brecker. No. 

Mr. Aten. Have there been any contracts canceled ? 





ut 
of 


er 


TRADE-OUT AND BUILD ACTIVITIES OF ONASSIS COMPANIES 265 


Mr. BECKER. No; not with the shipbuilder. 

Mr. Auten. Thank you, Mr. Chairman. 

Mr. ZeuenKo. Were there any contracts canceled with anybody 
that you know ? 

Mr. Becker. He o;I don’t know. There was some letter written but 
Inever saw it. I had nothing to do with it. 

Mr. Zetenxo. Mr. Becker, there is no Federal income tax paid on 
this money that you get in, is there, from these Liberian tankers? 

Mr. Becker. No; there is no tax unless you bring it into the 
country. 

Mr. ZeLeNKo. You do not bring it into the country, do you? 

Mr. Becker. It is in the country, the stock, because we are com- 
pelled under an agreement we had——that is the trust agreement or 
the contract with Maritime—to deposit that money in the Grace 
National Bank. 

Mr. Cunninouam. In fairness to this witness who is under oath, 
Mr. Zelenko, I do not think he is a tax expert. I do not want to fore- 
close you from asking these questions. 

Mr. ZeLenKo. I am not trying to get him confused. 

Mr. Cunnincuam. I know you are not. 

Mr. ZeLtenKo. If he ae 

Mr. Cunnincuam. I don’t think you should ‘ to answer ques- 
tions that you do not know the technical side of. I do not want to 
foreclose you, sir. 

Mr. ZeLtenKko. Could you answer? Will you have to pay tax on 
this income ? 

Mr. CunnincHam. You don’t know, do you? 

Mr. ZetenKo. Do you know, Mr. Cunningham ? 

Mr. Becker. There is no tax on that money, the foreign money. 

Mr. ZeLenko. Do you know, Mr. Cunningham, if there is any Fed- 
eral income tax paid on this? 

Mr. CunnincHam. No; there isn’t. 

Mr. ZeLtenKo. There is not? 

Mr. Cunnincuam. That is on the earnings being earned by the 
Onassis Corp. for the charter hire. The answer is “No.” 

Mr. ZreLenKo. That is approximately how much a month ? 

Mr. Brcxer. About $1 million. About $12 million a year. 

Mr. Zetenxo. If any of the building contracts were canceled, you 
would know that from your records, would you not, Mr. Becker? 

Mr. Becker. Yes. 

Mr. Zetenko. And there does not appear to be any ? 

Mr. Becker. Yes. 

Mr. Zretenxo. I see. 

Mr. Auten. May I ask one more question of either one of you? 
Is there any violation of law involved in the nonpayment of income 
tax on those foreign earnings ? 

Mr. Brecker. No. 

Mr. Zetenxo. I think it is conceded that because of the operation 
they do not have to pay any Federal income tax. 

I did not mean to imply that they were not paying their obligation. 

Mr ALLEN. I wanted to make it complete on the record for those 
who are not pee lawyers, li ke you ~ I. 

Mr. Zetenxo. I think we have had that a couple of times. There 
is no idea of implying that they were not paying what is due, but 
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just trying to show that the way this is set up they do not have to 
pay any Federal income tax. 

Mr. Cunnineuam. That is right. 

Mr. Zetenxo. I think you said your records show the payments 
of wages and things like that. 

Mr. Becxer. Yes. 

Mr. ZetenKo. I have just one more question, and I will be through. 
Are the officers of your ships Americans, or are they all foreign ¢ 

Mr. Becker. They are ail Italians on the foreign ships, the ones 
that belong to the Alexander S. Onassis under the Liberian flag. 

Mr. ZELENKO. On the ships that are producing this income for 
which there is no obligation to pay income tax, all the personnel is 
foreign ? 

Mr. Becker. They are all Italian, officers and crew. That is right. 

The Cuamman. That will conclude the hearings this morning. 

The witness has agreed to supply any other statistics that the com- 
mittee might desire. 

The committee will stand adjourned. 

(Whereupon, at 11 a. m., the committee adjourned, subject to the 
call of the Chair.) 
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STUDY OF TRADE-OUT AND BUILD ACTIVITIES OF 
ONASSIS COMPANIES 


TUESDAY, JULY 15, 1958 


Housr or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE OF THE 
CoMMITTrEE ON MeRcHANT MarINE AND FISHERIES, 
Washington, D.C. 
The subcommittee met at 10 a. m., pursuant to adjournment, in 
room 219, Old House Office Building, Hon. Herbert C. Bonner 
(chairman) presiding. 
Present: Representatives Bonner, Kluczynski, Zelenko, and 
Tollefson. 
Also present: Bernard J. Zincke, counsel; Robert H. Cowen, 
assistant counsel, and William B. Winfield, chief clerk. 
The Cuamman. The committee will come to order. 
We will continue the hearings on the Onassis trade-out-and-build 
program and the settlement with the Department of Justice. 
Mr. Doub is the principal witness this morning. 
Do you have any statement to make at this time, Mr. Doub? 


STATEMENT OF GEORGE COCHRAN DOUB, ASSISTANT ATTORNEY 
GENERAL, CIVIL DIVISION, DEPARTMENT OF JUSTICE 


Mr. Dous. Mr. Chairman, I believe that it might be helpful to 
the committee for me to summarize briefly, from the point of view 
of the Department of Justice, at the outset the matters leading up 
to the suit which the Department of Justice has instituted for breach 
of contract against the shipowning corporations and the Grace No- 
tional Bank, as trustee. 

The CuatrMan. This is the original suit? 

Mr. Dovus. No; I am talking about the present suit. 

For the record, my name is George Cochran Doub, Assistant 
Attorney General of the United States. 

The first phase of this matter was between March 1953 and Sep- 
tember 1955. During that period, the Department of Justice in- 
stituted 21 separate forfeiture proceedings against 21 vessels in var- 
ious courts throughout the country. ‘These vessels had been con- 
structed in 1942 and 1943, and had been sold between 1945 and 1949 
by Maritime to Victory Carriers, United States Petroleum Carriers, 
Trafalgar, and Western. 

The Department of Justice was contending in this extensive lit- 
igation that, although these purchasing corporations were American 
corporations and citizens, they were indirectly controlled by Mr. 
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Onassis, a noncitizen, and, accordingly, the sales were in violation 
of the shipping laws. 

In July 1954, Federal District Judge Leahy, in a case involving 
the tanker Lake George, held that the statute providing for the 
forfeiture of vessels sold to noncitizens without the approval of the 
Maritime Commission did not apply to sales made by the United 
States to noncitizens upon the ground that the United States was 
not a citizen. 

Judge Leahy relied upon an opinion of Chief Judge Parker in 
the fourth circuit in the Meacham case, and he also referred to an 
opinion upon a different set of facts of Chief Judge Hutcheson, 
of the fifth circuit. 

Now, the second phase were negotiations in the last half of 1955 
between Mr. Onassis and his counsel and my predecessor, Judge 
Warren Burger, for a settlement and these negotiations culminated 
in the settlement agreement of December 21, 1955. This settlement 
agreement provided for the payment to the Government in install- 
ments of sums aggregating $7 million. The $7 million was in 
addition to the original purchase price paid for the vessels of 
$15,500,000. The $7 million re presented approximately the difference 
between the $14 million of mortgages against the ships and their 
then market value of $21 million; namely, the equity in the vessels. 

The settlement further provided that within 6 months the control 
of these companies would be so reorganized as to satisfy the Depart- 
ment of Justice that the corporations were controlled by an American 
citizen or citizens. This settlement was approved by Maritime, the 
Navy, the State Department, and the Department of Justice. 

I testified at the committee hearings last year that, although I was 
not in Justice at that time, in my opinion, this was an advantageous 
settlement for the Government. 

Now, the third phase constituted the efforts made by Mr. Onassis 
and his counsel to comply with the American citizenship provisions 
of the settlement agreement, and those efforts culminated in the 
execution of the trust agreement dated August 10, 1956, between Mr. 
Onassis and the Grace National Bank of New York. 

Under that agreement, there was transferred and delivered to 
the Grace Bank 75 percent of the issued and outstanding stock which 
controlled these corporations. 

I mentioned last year that there were three methods Mr. Onassis 
might have utilized in order to accomplish our requirement of Ameri- 
can citizenship. 

(1) A sale of the stock of these companies to an American citizen; 
(2) a gift by him of the stock; or (3) a trust. 

The Department of Justice preferred a trust with an independent 
national bank with a substantial capital and with experience in the 
shipping industry. 

The Grace Bank met these qualifications. 

Now, the terms of the trust agreement were worked out between 
counsel for Mr. Onassis and counsel for the Grace Bank. 

The Department of Justice passed upon the trust agreement from 
one point of view only; namely, the provision of the settlement 
agreement that independent American citizenship control of these 
vessels should be established under the settlement agreement. That 
was the only right Justice might exercise. In other words, our sole 
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interest was in establishing that the violation of the shipping laws, 
which we had contended ad occurred, ended. We son that, 
instead of 51 percent, 75 percent of the controlling stock should be 
deposited with the bank. 

In addition, I pointed out to Mr. Stillman, president of the bank, 
and to Mr. E. Tinsley Ray, its vice president, and to Mr. Morse, 
Chairman of Maritime, that the entire objective of this trust was 
to vest American citizenship control of these corporations in the 
Grace Bank, and no indirect control by Mr. Onassis could be tolerated. 

Mr. Onassis was anxious that the trust agreement clearly provide 
for the shipowning corporations to apply for trade-out-and-build 
contracts with Maritime, and I did not oppose these provisions be- 
cause, one, the Grace Bank, as an American citizen and as trustee for 
American beneficiaries, was just as much entitled to apply to Mari- 
time for such contracts as any other American citizen. 

Secondly, such contracts would not affee t, one way or another, our 
basic objective of establishing American citizenship control of these 
vessels of United States registry. 

Third, the shipowning corporations could have applied to Maritime 
for trade-out-and-build contracts with Maritime without provisions 
in the trust agreement. 

Fourth, we provided explicitly that any such program was subject 
to the approval and authorization by Maritime in stronger language 
than the statute. 

Accordingly, Mr. Onassis’ counsel and counsel for the bank included 
provisions for the trust to apply to Maritime for contracts under 
its trade-out-and-build program. 

Both counsel for Mr. Onassis and counsel for the bank wished these 
provisions; Mr. Onassis because he was anxious that the trust do 
this; the bank because such contracts might involve subjecting the 
trust to an extensive construction program, and it wished to insure 
that there was no possibility that it might be surcharged by the 
beneficiaries for entering into such a program in the event it was 
unprofitable or resulted in losses to the trust. In other words, the 
bank wished to be perfectly clear that it was acting under an explicit 
authorization from the maker of the trust. 

Now, it has been suggested here that the settlement with Mr. 
Onassis contemplated or required a trade-out-and-build program. 
This is not the fact. The settlement agreement of December 1955 
made no reference to any trade-out-and-build program or to any 
new construction and, as 1 have explained, the provision in the later 
trust agreement for the Grace Bank to apply to Maritime for trade- 
out-and-build contracts was not a requirement of the Department 
of Justice, which did not propose, initiate, or require this provision. 

Now, the trust agreement left this matter entirely to the Maritime 
Commission, since it concerned a matter within its jurisdiction and 
Maritime could approve or disapprove any such application. 

[ testified at the prior hearing that, in the opinion of the Depart- 
ment of Justice, the trust vested American citizenship contro] of the 

shipowning corporations in an American citizen and, accordingly, 
there | had been established citizenship control of these corporations 
and a compliance with the shipping laws. 
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Now, for the fourth phase of this matter. Upon the execution of 
the trust agreement, the work of the Department of Justice in this 
litigation, as the litigating arm of the Government, was finished 
except for three things: one, to insure that the Government received 
payment of the balance of the $7 million and, at the time of the trust 
agreement, there had been paid to the United States $4 million. 

Now, the balance of these payments were subsequently made as 
scheduled, the last payment being made in August 1957. 

Secondly, we considered and approved directors of the shipowning 
corporations proposed by the Grace Bank, and I recall that we con- 
sidered and approved Admiral Moran, Mr. Griswold, Captain Con- 
way, and, sometime later, Mr. Stillman, president of the bank. 

Third, upon the execution of the trust agreement, we proceeded to 
effect the dismissal of our 21 forfeiture actions pending throughout 
the country. 

Finally, I had in mind that if at any time in the future we had 
reason to believe that the trust provisions were not being carried out or 
that Mr. Onassis might be indirectly controlling these companies, we 
would start a full-scale FBI investigation to ascertain the facts. 

That time did not come until the Department of Justice was notified 
by Mr. Morse, Chairman of Maritime, by letter dated May 1, 1958, 
of Captain Conway’s letter of April 15, 1958, purporting to cancel the 
obligation of his companies to construct the three tankers. 

Mr. Morse requested the Department of Justice to institute suit 
against these companies promptly for breach of contract. 

So I concluded that this was an appropriate time to launch a full- 
scale FBI investigation of all the functioning of the trust since its 
inception, and I directed the FBI to do that in May 1958 and then, 
pursuant to the request of Maritime, we instituted on June 12, 1958, 
a suit on behalf of the United States for anticipatory breach of the 
contract between Maritime and Victory and the Alexander S. Onassis 
Corp., and the Grace Bank, as trustee. 

I wish to conclude this statement by confirming my judgment that 
this was an excellent settlement, from the standpoint of the United 
States, in spite of Judge Leahy’s opinion in the Wilmington case that 
the Government was not entitled to recover the vessels because there 
had not been a violation of the shipping laws for the reason I men- 
tioned ; the Government succeeded in recovering, in addition to $1514 
million paid for the vessels, $7 million more, and we also established 
American citizenship control over the shipowning corporations, so 
that I am firmly of the opinion that there is no valid basis for any 
criticism of this settlement or its implementing trust agreement. 

Finally, the Onassis settlement was a part of a general litigating 
program undertaken by the Civil Division attacking the validity of 
sales of approximately 50 vessels to a number of shipping groups. 
This was one of the most extensive litigations ever conducted by the 
Department of Justice, and it resulted between 1953 and 1956 under 
the administration of Attorney General Brownell in the recovery of 
almost 30 million in dollars and dollar values. 

In spite of many doubts as to the validity of the legal position of the 
Government, the Department of Justice sueceeded in effecting one of 
the largest affirmative recoveries ever made by the Government. in 
any litigation conducted by it in its history. 
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Although I personally cannot take credit for the results, IT do be- 
lieve that the Department of Justice should be commended upon its 
indefatigable and successful efforts in the protection of the interests 
of the United States in this matter. 

The Cuarmman. That concludes your general statement ? 

Mr. Dour. Yes, Mr. Chairman. 

If you would like to have it in the record, I will be glad to submit 
a copy of the complaint which we filed in the District Court of the 
United States for the Southern District of New York on June 12, 
1958, 

The Cuamman. This is the second case ? 

Mr. Dous. Yes, our recent complaint. 

The Cuamrman. Yes, I think that should go in the record at this 


point. 
(The document referred to follows:) 


IN THE DistrRicr CouRT OF THE UNITED STATES FOR THE SOUTHERN 
DISTRICT OF NEW YORK 


CIVIL ACTION 


United States of America, plaintiff, v. Alerander S. Onassis Corporation, a 
corporation, Victory Carriers, Inc., a corporation, Grace National Bank of 
Vew York, a national banking association, as trustee under an agreement of 
trust dated August 10, 1956, defendants 


COMPLAINT 


The United States of America, Plaintiff, complaining of the Defendants, 
alleges : 

1. Defendant Alexander S. Onassis Corporation (hereinafter referred to as 
Alexander) is a corporation organized and existing under the laws of the 
Republic of Liberia, and has a usual place of business and is doing business 
within the State and Southern District of New York. Said Defendant has 
irrevocably designated The Corporation Trust Company, a New York corporation, 
with offices at 120 Broadway, New York, as its agent to receive and accept 
service of process or other notice in any action or proceedings instituted by 
the United States of America relating to any claim arising under the contract 
hereinafter described, provided, however, that a copy of every such process or 
notice shall be delivered to Grace National Bank of New York, New York, 
addressed to the attention of the vice-president and trust officer. 

2. Defendant Victory Carriers, Inc. (hereinafter referred to as Victory) is a 
corporation organized and existing under the laws of the State of Delaware, 
aud has a usual place of business and is doing business within the State and 
Sonthern District of New York. 

3. Defendant Grace National Bank of New York (hereinafter referred to as 
Grace, or as the trustee) is a national banking association organized and 
existing under the laws of the United States, and has a usual place of business 
and is doing business in the State and Southern District of New York. Grace 
is joined as a defendant herein in its capacity as corporate trustee under an 
agreement of trust dated August 10, 1956, between Aristoteles S. Onassis (here- 
inafter referred to as Onassis) and Grace, more particularly described below. 

t. This court has jurisdiction of this action under the provisions of 28 U. 8S. C. 
1345, 1891 (b), (e@), (d). 

». This action concerns the consequences of violation by Defendants of certain 
conditions upon which the Secretary of Commerce, acting by and through the 
Maritime Administration and its Administrator, approved the transfer to foreign 
registration and ownership of 14 valuable sea-going vessels, to wit: eleven T-2 
tankers named ARICKAREE, BATTLE Rock, CAMP MAMANU, Fort BRIDGER, LAKE 
GEORGE, STONY Point, McKirrrick HILLs, MONTEBELLO HILLS, WILLIAM A. M. 
BURDEN, FEDERAL, Repusiic; the tanker OLYMPIc GAMES; and two LIBERTY dry 
cargo vessels named Hrywoop Broun and Lewis EMERY, JR. 

6. Prior to December 1955 a serious legal controversy developed between 
the United States and the registered owners of the above-named 14 vessels as 
to the legality of the ownership and documentation of said vessels and of 7 
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other vessels documented as U. S.-flag vessels owned by Victory. The United 
States charged that the registered owners were not “citizens of the United 
States” within the meaning of those words in the Shipping Act, 1916, Act of 
Sept. 7, 1916, c. 451, 39 Stat. 728, as amended; 46 U. 8. C. 802, 808, hereinafter 
referred to as the Act, and that the vessels had been obtained and documented 
as U. S.-flag vessels through misrepresentation and concealment of the fact that 
the owning corporations were directly or indirectly controlled by Onassis who 
was and is an alien. The United States asserted that the 21 vessels were there- 
fore forfeited to the United States under the provisions of 46 U. 8S. C. 808, and 
that Onassis and the owning companies were liable to the United States under 
the False Claims Act, 31 U.S. C. 231. 

7. The legal controversy referred to was compromised in December 1955, 
Under the settlement made at that time, sums aggregating $7,000,000 were paid 
to the United States; and the owning corporations, Onassis and others agreed 
to make such changes in the management and control of the owning corporations 
as would satisfy the Department of Justice that the owning corporations were 
citizens of the United States within the meaning of the shipping laws and registry 
statutes. Thereafter, and in conformity with said settlement, there was created 
the trust agreement dated August 10, 1956, under which Grace became the 
corporate trustee thereof; and Onassis, the grantor, caused to be transferred 
to Grace the controlling stock interest in the then owning corporations. At the 
time the trust agreement became effective, the four owning corporations were 
United States Petrcleum Carriers, Incorporated, a Delaware corporation (here- 
inafter referred to as Petroleum Carriers), Trafalgar Steamship Corporation, a 
Delaware corporation (hereinafter referred to as Trafalgar), Western Tankers, 
Inc., a Delaware corporation (hereinafter referred to as Western), and De- 
fendant Victory. The issued and outstanding capital stock of Petroleum Carriers 
was owned 75 percent by Grace and 25 percent by Sociedad Industrial Maritima 
Financiera Ariona, 8. A., a Panamanian corporation (hereinafter referred to 
as Ariona); the issued and outstanding capital stock of Trafalgar was owned 
45 percent by Grace, 40 percent by Petroleum Carriers and 15 percent by Ariona; 
the issued and outstanding capital stock of Western was owned by Victory; the 
issued and outstanding capital stock of Victory was owned by Petroleum Carriers. 
It was the opinion of the Department of Justice that the establishment of the 
trust in connection with the settlement, and the trustee’s ownership of the above- 
described stock interests, satisfied the requirement of the Shipping Act, 1916, 
that the 21 vessels be owned by “a citizen of the United States.” 

8. On August 10, 1956, the date of the trust agreement between Onassis and 
Grace, the vessels ARICKAREE, BATTLE RocK, CAMP MAMANU, Fort’ BriIpGER, LAKE 
GEORGE, and Stony PorIntT were documented as U. S. flag vessels owned by the 
Petroleum Carriers; the vessels McKi1rrick HILLS, MONTEBELLO HILLS, OLYMPIC 
GAMES, and WILLIAM A. M. BURDEN were documented as U. S. flag vessels owned 
by Western; the vessels FEDERAL and REepuBLIC were documented as U. S. flag 
vessels owned by Trafalgar; and the vessels HEywoop Broun and Lewis EMERY, 
Jk., were documented as U. S. flag vessels owned by Defendant Victory. 

9. Thereafter negotiations were conducted on behalf of the four above-named 
owning corporations (hereinafter referred to as the applicants) to obtain, under 
the “trade-out-and-build-policy” of the Maritime Administration described here- 
after, the assent of the Maritime Administration to the transfer of the above- 
named 14 vessels to foreign ownership and to their registration under a foreign 
flag. Such transfer of ownership and/or registration was prohibited by the Act, 
except upon the approval of the Secretary of Commerce, acting by and through 
the Maritime Administration and its Administrator. 

10. The Congressional policy and objective in enacting the Act is stated in 
the preamble of the Act to be “encouraging, developing, and creating a naval 
auxiliary and naval reserve and a merchant marine to meet the requirements of 
commerce of the United States with its Territories and possessions; to regulate 
carriers by water engaged in the foreign and interstate commerce of the United 
States.” 

11. The Merchant Marine Act of 1920 (Act of June 5, 1920, ¢. 250, section 1, 
41 Stat. 988; 46 U.S. C. 861), which amended the Act in various ways, stated the 
Congressional policy and objective as follows: 

“It is necessary for the national defense and for the proper growth of its for- 
eign and domestic commerce that the United States shall have a merchant marine 
of the best equipped and most suitable types of vessels sufficient to carry the 
greater portion of its commerce and serve asa naval or military auxiliary in time 
of war or national emergency, ultimately to be owned and operated privately 
by citizens of the United States; and it is declared to be the policy of the United 
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States to do whatever may be necessary to develop and encourage the maintenance 
of such a merchant marine, and, insofar as may not be inconsistent with the 
express provisions of this Act, the Federal Maritime Board and the Secretary 
of Commerce shall, in the disposition of vessels and shipping property as herein- 
after provided, in the making of rules and regulations, and in the administration 
of the shipping laws keep always in view this purpose and object as the primary 
end to be attained.” 

The policy thus declared was reaffirmed in the Merchant Marine Act of 1928 
(Act of May 22, 1928, c. 675, section 1, 45 Stat. 689; 46 U. S. C. 891). The Con- 
gressional policy was similarly re-expressed in the Merchant Marine Act of 1936 
(Act of June 29, 1936, ¢. 858, section 101, 49 Stat. 1985; 46 U. S. C. 1101) as 
follows: 

“It is necessary for the national defense and development of its foreign and 
domestic commerce that the United States shall have a merchant marine (a) suf- 
ficient to carry its domestic water-borne commerce and a substantial portion of 
the water-borne export and import foreign commerce of the United States and to 
provide shipping service on all routes essential for maintaining the flow of such 
domestic and foreign water-borne commerce at all times, (b) capable of serving 
as a naval and military auxiliary in time of war or national emergency, (c) owned 
and operated under the United States flag by citizens of the United States, insofar 
as may be practicable, and (c) composed of the best-equipped, safest, and most 
suitable types of vessels, constructed in the United States and manned with a 
trained and efficient citizen personnel. It is declared to be the policy of the 
United States to foster the development and encourage the maintenance of such a 
merchant marine.” 

12. 46 U.S. C. 808 provides in part that: 

“Except as provided in section 1181 of this title, it shall be unlawful, without 
the approval of the Secretary of Commerce, to sell, mortgage, lease, charter, 
deliver, or in any manner transfer, or agree to sell, mortgage, lease, charter, 
deliver, or in any manner transfer, to any person not a citizen of the United 
States, or transfer or place under foreign registry or flag, any vessel or any 
interest therein owned in whole or in part by a citizen of the United States and 
documented under the laws of the United States, or the last documentation of 
which was under the laws of the United States. 

“Any such vessel, or any interest therein, chartered, sold, transferred, or mort- 
gaged to a person not a citizen of the United States or placed under a foreign 
registry or flag, or operated, in violation of any provision of this section shall be 
forfeited to the United States, and whoever violates any provision of this sec- 
tion shall be guilty of a misdemeanor and subject to a fine of not more than 
$5,000, or to imprisonment for not more than five years, or both.” 

13. 46 U.S. C. 839 provides that : 

“Whenever by section 808 or 835 of this title the approval of the Secretary 
of Commerce is required to render any act or transaction lawful, such approval 
may be accorded either absolutely or upon such conditions as the Secretary pre- 
scribes. Whenever the approval of the Secretary is accorded upon any condi- 
tion a statement of such condition shall be entered upon his records and incorpo- 
rated in the same document or paper which notifies the applicant of such approval. 
A violation of such condition so incorporated shall constitute a misdemeanor and 
shall be punishable by fine and imprisonment in the same manner, and shall 
subject the vessel, stock, bonds, or other subject matter of the application con- 
ditionally approved to forfeiture in the same manner, as though the act condi- 
tionally approved had been done without the approval of the Secretary, but the 
offense shall be deemed to have been committed at the time of the violation of the 
condition. 

“Whenever by this chapter the approval of the Secretary of Commerce is re- 
quired to render any act or transaction lawful, whoever knowingly makes any 
false statement of a material fact to the Secretary, or to any officer, attorney, 
or agent of the Department of Commerce, for the purpose of securing such 
approval, shall be guilty of a misdemeanor and subject to a fine of not more than 
$5,000, or to imprisonment for not more than five years, or both.” 

14. In implementation of the policy above described, and for the protection of 
the public interest therein declared, the Secretary of Commerce, acting through 
the Maritime Administration and its Administrator, has publicly declared, by 
statements of policy published from time to time in the Federal Register (e. g., 
“Notice of Policy”, dated November 5, 1956, published in 21 F. R. 8588, November 
8, 1956), the conditions upon which assent would be granted to the transfer of 
United States privately owned vessels of 3,000 gross tons or over to foreign own- 
ership or registry. This policy is referred to as the “trade-out-and-build” 








274 TRADE-OUT AND BUILD ACTIVITIES OF ONASSIS COMPANIES 


policy. The essence of the policy has been that transfers of U. S. flag vessels 
to foreign ownership or registry would not be approved by the Maritime Adminis- 
tration under 46 U. 8. C. 808 and 839 except upon the condition that the vessels 
so transferred be replaced by the construction in American shipbuilding yards of 
new vessels for United States ownership and registration of size, type, design, 
speed and carrying capacity acceptable to the Maritime Administrator as of 
“equivalent utility value” according to a formula of comparison set forth in the 
published Notice of Policy. The purpose was to protect the interest of the United 
States in its national defense, in the maintenance of an adequate Merchant 
Marine, and in its foreign policy, as declared by Congress in the statutes above 
referred to. 

15. The proposal or proposals, and various modifications thereof, on behalf of 
the four owning corporations were that the Maritime Administration approve 
the transfer of the above-named 14 vessels to foreign ownership and registration 
under the trade-out-and-build program stated in the November 5, 1956 “Notice 
of Policy” of the Maritime Administration. 

16. On December 10, 1956, the Maritime Administration “approved in prin- 
ciple” the transfer of said 14 vessels to foreign registration and ownership “pur- 
suant to 46 U. 8S. C. §§ 808, 835 and &39” “in consideration for the construction 
in the United States by United States Petroleum Carriers, Inc., or any affiliate 
or subsidiary corporation thereof, for United States flag documentation and 
operation” of three new tankers, more particularly described below, the Mari- 
time Administration to be first satisfied of “the capabilities of [the company con- 
tracting for the building of the replacement tankers] to complete the United 
States construction program.” 

17. On December 13, 1956 Victory entered into a written contract with Beth- 
lehem Steel Company for the construction of the three replacement tankers, 
ready for delivery to Victory, at a total cost of $51,300,000, namely, two tankers 
of approximately 46,000 DWT (Hulls Nos. 1671 and 1672) and one tanker of 
approximately 100,000 DWT (Hull No. 1681). $1,795,500 was paid on account 
at the time the agreement was signed. The balance was to be paid as work 
progressed. The contract called for delivery of Hull No. 1671 on or before 
August 31, 1959; Hull No. 1672 on or before January 31, 1960; and Hull No. 1681 
on or before June 30, 1960. The contract gave Victory the right “to make any 
deductions from or additions to the plans and specifications”, and to an “equi- 
table adjustment to reflect the value” thereof. The builder was to be excused 
from performance of all of its agreements by causes beyond its control, including 
“intervention of—government agencies or occasioned by contractual arrangements 
therewith.” On information and belief Plaintiff alleges that no payments other 
than the initial payment have been made, and that the work has not progressed 
to the point of laying any keel or doing other work to the extent which is a 
condition of Victory’s obligation to make any further payment. 

18. On December 27, 1956, the applicants proposed that the Maritime Ad- 
ministration approve transfer of the above named 14 vessels to a Liberian cor- 
poration to be formed—Defendant Alexander—and the registration of said 
vessels under the Liberian flag. The proposal contemplated that Victory’s 
interest in the 14 vessels here involved be transferred to Alexander; that Tra- 
falgar, Western, and Petroleum Carriers be liquidated and dissolved and their 
title to the vessels owned by them transferred to Alexander, and that, in lieu 
of the stock held by Grace under the trust agreement, there be substituted 75 
percent of the issued and outstanding capital stock of Alexander and of Victory, 
the remaining 25 percent of the stock of each of these corporations to be held 
by Ariona. In order to comply with the policy of the trade-out-and-build pro- 
gram, the applicants proposed, in replacement or exchange for the said 14 
vessels, to cause the construction, in the United States and for American owner- 
ship and documentation, of three new tankers complying with plans and speci- 
fications to be approved by the Maritime Administration, viz: two tankers of 
approximately 46,000 DWT with speed of 16.9 knots or more (to be designated 
as Builders Hulls numbered 1671 and 1672 respectively) and one tanker of 
approximately 100,000 DWT with trial speed of 18.5 knots and service speed 
of 17.5 knots (to be designated as Builders Hull No. 1681). 

19. On January 8, 1957, Petroleum Carriers on behalf of the applicants wrote 
the Maritime Administration that considerable time would necessarily elapse 
before all the intercorporate proceedings necessary for completion of the trans- 
fers to Alexander could be effected, and that, if the vessels should continue in 
the meantime to remain under U. S. documentation, the applicants would be 
deprived of the larger income which could be realized from operation under the 
Liberian flag, and which would be available for financing the replacement 
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vessels. Accordingly applicants requested, pursuant to 46 U. 8. C. 808, 835, 839, 
that, in order to insure the maximum financial support for the replacement 
program, the Maritime Administration consent to immediate transfer of reg- 
istration of the 14 vessels to the Liberian flag. 

20. On or about January 25, 1957 the Maritime Administration submitted to 
applicants a document dated January 25, 1957, designated as “Contract No. 
MA-1439,” which ‘formalized the approval granted in principle” on December 
10, 1956, and stated that “in exchange for and in consideration of” the con- 
struction of said three replacement tankers the Maritime Administration would 
approve the transfer of said 14 vessels to Liberian registry and flag, “without 
change in the U. 8S. citizen ownership of said vessels.” Contract No. MA—1439 
imposed three further “conditions” viz: 

(a) That the applicants agree “jointly and severally, for and on behalf of 
themselves, their successors and assigns, not to cancel or default under” the 
contract for construction of the replacement vessels; 

(b) That, “in the event said new vessels (Builder’s Hulls Nos. 1671, 1672 
and 168i) are not constructed and documented under United States laws by 
Victory Carriers, Inc., on or before October 31, 1959, March 31, 1960, and August 
31, 1960, respectively, unless excused by the Maritime Administrator because 
of force majeure, war or other matters reasonably beyond the control of said 
corporation, the contracting parties shall pay to the United States as liquidated 
damages and not as a penalty, the total sum of eight million dollars ($8,000,000), 
lawful money of the United States of America” ; 

(ec) That there shall be delivered to the Maritime Administration 14 agree- 
ments (one applicable to each of said 14 vessels) between the Maritime Ad- 
ministration and the owning corporation and Grace providing for the terms and 
conditions of the Maritime Administration’s approval of the transfer of the 
vessels to Liberian registry. 

21. Each of the 14 agreements above referred to stated that it was entered 
into “pursuant to the provisions of sections 9, 37 and 41 of the Shipping Act, 
1916, as amended (46 U.S. C. 808, 835, and 839)”; and “in consideration of and 
in reliance upon your application bearing date December 27, 1956, the repre- 
sentations contained therein, and the covenants and agreements hereinafter set 
forth, and in consideration of the execution by Victory Carriers, Inc., of con- 
tract No. MA-1439, covering the construction of” the three replacement tankers. 

22. On or about January 25, 1957, contract MA-1439 and the 14 accompanying 
agreements were executed by the Maritime Administration and by Grace and 
by Petroleum Carriers and Victory on behalf of the applicants. Thereafter, on 
various dates between February 3, 1957, and June 13, 1957, said 14 vessels were 
transferred to Liberian registry. 

23. On information and belief, Plaintiff alleges that the ensuing operation 
of the vessels under Liberian registration has been far more profitable to the 
owning corporations than operation would have been under U. 8. documentation 
during the same period. 

24. Following the execution of contract No. MA-—14389 and the 14 supplemental 
contracts above referred to and the Maritime Administration’s approval of 
transfer of the vessels to Liberian registry, the Maritime Administration con- 
cluded that the requested transfer of ownership of the 14 vessels to Alexander 
should not be permitted until further action was taken to assure completion of 
the replacement tankers. As a result, a document bearing date May 25, 1957, 
and designated “Amendment No. 1 to contract No. MA—14389” was prepared and 
tendered by the Maritime Administration to Victory on behalf of the applicants, 
and to Grace and Alexander. Amendment No. 1 provided that the Maritime 
Administration would approve the transfer of title and ownership of the 14 
vessels to Alexander “upon the following conditions”, viz: 

“1. That Alexander S. Onassis Corporation, a Liberian corporation, to which 
title to the fourteen vessels designated in Contract No. MA—1459 is to be trans- 
ferred, hereby assumes all of the obligations of United States Petroleum Car- 
riers, Inc. under said Contract No. MA—1439 ; 

“2? That Alexander S. Onassis Corporation hereby irrevocably designates The 
Corporation Trust Company, a New York corporation, with offices at 120 Broad- 
way, New York, New York, as its agent to receive and accept service of process 
or other notice in any action or proceeding instituted by the United States of 
America relating to any claim arising under said Contract No. MA~-14539, pro- 
vided, however, that a copy of such process or notice shall be delivered to Grace 
National Bank of New York, addressed to the attention of the Vice President 
and Trust Officer ; 











276 TRADE-OUT AND BUILD ACTIVITIES OF ONASSIS COMPANIES 


“3. That Alexander S. Onassis Corporation hereby agrees that, so long as 
Contract No. MA-14389 is in force and effect, all receipts (including, without 
limitation, proceeds of charter hire and insurance recoveries) of Alexander §, 
Onassis Corporation shall be deposited, and all cash balances maintained, in 
New York City in a National bank (or banks) having an office within the juris- 
diction of the United States District Court for the Southern District of New 
York; 

“4. That Grace National Bank of New York, as Trustee as aforesaid, as the 
principal stockholder of Alexander S. Onassis Corporation, hereby becomes a 
party to said contract No. MA-1439, thereby becoming jointly and severally obli- 
gated thereunder with Victory Carriers, Inc. and Alexander S. Onassis Corpo- 
ration, PROVIDED HOWEVER, that, with respect to said Trustee, recourse 
shall be limited solely to the Trust Property, as defined in the aforementioned 
Trust Agreement, dated as of August 10, 1956; 

“5. That Victory Carriers, Inc., Alexander 8S. Onassis Corporation and Grace 
National Bank of New York, as Trustee as aforesaid, shall cause Aristotle S. 
Onassis, the grantor of the above-mentioned trust, to furnish the Maritime Ad- 
ministration in writing his agreement that he will refrain from exercising any 
power to revoke the trust established in the aforesaid Agreement dated as of 
August 10, 1956, anything in said Agreement to the contrary notwithstanding, 
if such revocation would result in a breach of any of the conditions contained 
in any agreement or agreements relating to the transfer of the fourteen vessels, 
designated in Contract No. MA-1489, to Liberian registry and ownership ; 

“6. That Paragraph 1 of Contract No. MA-1439 is hereby amended to read as 
follows: 

“ “That the Contracting Parties agree, jointly and severally, for and on behalf 

of themselves, their successors and assigns, not to cance! or default, or to permit 
a cancellation or default, under the above referred-to Construction Contract, dated 
December 13, 1956, for the construction of Builder’s Hulls Nos. 1671, 1672, and 
1681, or otherwise to release the shipyard from its obligations thereunder, nor 
shall said Construction Contract be assigned without the Maritime Administra- 
tion’s prior approval.’ ” 
On or about May 23, 1957, this agreement was signed by the Maritime Adminis- 
tration, by Victory on behalf of the applicants, and by Grace and Alexander. 
Thereafter and pursuant thereto the ownership of said 14 vessels was transferred 
to Alexander with the approval of the Maritime Administration; and the inter- 
corporate action and transfers, and the change in the holdings of the trustee, de- 
scribed in paragraph 18, above, were effected. 

25. Defendants obtained approval by the Maritime Administration to the trans- 
fer of the 14 vessels to foreign registration and ownership, and the substantial 
and profitable benefits of such foreign flag operation over a substantia! period of 
time, upon their representation to the Maritime Administration, and the express 
condition of the approval of such transfers, that they would construct in a ship- 
yard in the United States the replacement tonnage described herein for American 
ownership and operation. Having induced, by such representations and agree- 
ments, the Maritime Administration to permit such transfers, Defendants now 
seek to avoid compliance with the conditions thereof in violation and in disregard 
of the terms of their obligations. 

26. By letter dated April 15, 1958, Victory, on behalf of the applicants, of Grace, 
and of Alexander, has notified the Maritime Administration that they were 
cancelling “the building program contemplated by Contract MA-1439, leaving for 
ultimate determination by the courts the legal consequences, if any, resulting 
therefrom.” Thereby they served formal and final notice upon the United States 
that they were repudiating their explicit contractual obligation to build the 
above-described replacement tonnage in a shipbuilding yard in the United States 
for American ownership and documentation. 

27. On information and belief Plaintiff alleges that, at the time Contract No. 
MA~-1489 and the amendment thereto above described were executed, Defendants 
did not intend to complete the building of the replacement tankers for American 
ownership and documentation unless they found it advantageous and profitable 
from their own point of view to do so, and that their refusal to meet the defini- 
tive conditions upon which the 14 vessels were transferred to foreign registra- 
tion and ownership is deliberate and willful and for no other reason than that 
they now believe it to be disadvantageous and unprofitable from their point of 
view now to do so. 

28. Plantiff alleges that, if the defendants did not, at the time of executing 
Contract No. MA-1439 and Amendment No. 1 thereof, intend in good faith to per- 
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form the conditions thereof, there was, as of the execution of the contract and 
amendment, a violation of the conditions of the Maritime Administration’s ap- 
proval of transfer of said 14 vessels to foreign registration and ownership. 

29. Plaintiff alleges that the cancellation on April 15, 1958, of the replacement 
program was a violation of the conditions of the Maritime Administration’s ap- 
proval of the transfer of said 14 vessels to foreign registration and ownership. 

30. By the express provisions of 46 U. S. C. 808 and 839, and under established 
legal doctrine, the violation of the conditions of the Maritime Administration’s 
approval of the transfer of said 14 vessels to foreign registration and owner- 
ship has effected a forfeiture of the vessels to the United States, and the 
vesting in the United States of title to such vessels superior to all rights and 
claims of all persons whatsoever. 

81. Defendants have obtained the benefits of their profitable operation of the 
14 vessels by virtue of the Maritime Administration’s approval of their transfer 
to foreign registration and ownership, in reliance upon the conditions and agree- 
ments described herein, and said defendants have been unjustly enriched by 
virtue thereof and they are accordingly liable to the United States for all net 
profits realized from the operation of the vessels during their period of foreign 
registration. 

32. Upon information and belief, Plaintiff alleges that the said vessels are 
on the high seas or in foreign ports, and are not available for arrest and seizure 
by Plaintiff. 

WHEREFORE PLAINTIFF PRAYS: 

(1) That the Court decree that the 14 vessels described in this complaint were 
and are forfeited to and became the property of the United States, free and clear 
of all rights and claims of all persons whatsoever. 

(2) That the United States have an accounting and recovery of all net profits 
realized by Defendants from the operation of the vesseis during the period of 
their foreign registration. 

(3) That Defendant Alexander S. Onassis Corporation, its officers and agents, 
be ordered to convey the 14 vessels described in this complaint to the United 
States. 

(4) That, if for any reason the Court finds the United States is not entitled 
to such a forfeiture and conveyance, the Court enter a decree directing specific 
performance by Defendants of their obligations to construct the replacement 
vessels set forth in Contract No. MA-1439 and Amendment No. 1 to Contract 
No. MA-1439. 

(5) That the Court enter judgment for the damages to which the United 
States may be entitled. 

(6) For such other and further relief as may be appropriate in the premises. 


UNITED STATES OF AMERICA 
By GEORGE CocHRAN Douvus, 
Assistant Attorney General. 


MARVIN C. TAYLOR, 
Special Litigation Counsel, U. 8. Department of Justice. 


ANTHONY W. Gross, 
Attorney, U. 8S. Department of Justice. 


PauL W. WILLIAMS, 
United States Attorney, Attorney for Plaintiff, Office &€ P. O. Address 
607 U. S. Court House, Foley Square, New York, N.Y. 
Of Counsel 
LEAVENWORTH COLBY, 
BENJAMIN H. BERMAN, 
Attorneys, U.S. Department of Justice. 

The Cratrman. That complaint contains a letter from Maritime 
advising Justice that the trustees no longer would carry out the agree- 
ment to build, which voids the agreement between Maritime and the 
trustees with respect to fulfilling the contract in the original trade- 
out-and-build program. 
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Mr. Dovs. Paragraph 26 of the complaint, Mr. Chairman, states 
this: 

By letter dated April 15, 1958, Victory, on behalf of the applicants, of Grace, 
and of Alexander, has notified the Maritime Administration that they were 

anceling “the building program contemplated by contract MA-~-1439, leaving 
for ultimate determination by the courts the legal consequences, if any, result- 
ing therefrom.” Thereby, they served formal and final notice upon the United 
States that they were repudiating their explicit contractual obligation to build 
the above-described replacement tonnage in a shipbuilding yard in the United 
States for American ownership and documentation. 

That was the interpretation which the Department of Justice 
placed upon that formal notice of April 15, 1958. 

The CHatrrman. And you have from Maritime the letter to Mari- 
time from Victory Carriers advising that they ng longer intended 
to fulfill the contract ? 

Mr. Dovus. That letter is in the record, and I think I have a copy 
here. 

The Cuatrman. I imagine you have read the testimony that has 
been presented since that letter ? 

Mr. Dovs. Yes; I have. 

The Cuatrman. In what position, then, does that place this trans- 
action ? 

Mr. Dous. We gave, Mr. Chairman, the most careful consideration 
to the legal effects which should be given by the Department of Jus- 
tice to that letter, and it was our view that, when a formal letter, 
with the finality of the language of this one which I have just read 
to you, was submitted to the Government, we must ignore verbal 
statements which Captain Conway or the officers of the Grace Bank 
made about how they did not mean it to be final or they meant it to 
mean something else. 

Actually, their testimony still came down to the fact, as I recall 
it and mean to your correction bee ‘ause you know the record much 
better than I do, but their testimony, in essence, seemed to be that 
they wanted to build all 3 vessels; that they did not feel fin: incially 
able to build all 3 due to the depressed conditions in the shipping 
industry; that they were insistent they have a modification of the 
present contracts with Maritime which would relieve them of their 
obligation to construct the 106,500-ton tanker. 

It frequently happens that a Government contractor will come to 
the Government and state that it wishes a modification of the con- 
tract, but there is no obligation upon the Government to grant that 
modification. It may grantit. It may not. 

In this case, Maritime had refused to grant the modification and, 
furthermore, this was a somewhat different situation, Mr. Chairman, 
because, here, the trust had had the benefits of these contracts with 
Maritime for over a year, and the benefits were that they had ob- 
tained approval of Maritime to the transfer out to foreign registry 
14 vessels, so they had the advantage for a year or more or less of 
the higher earnings which the ship owning and operating corpora- 
tions were able to obtain as a result of that foreign registration. 

Then, after Maritime has refused to give them a modification of 
the contract, they serve this formal letter on the ee srnment, using 
language, at its conclusion, of finality. In fact, I do not know how 
they could have expressed that finality 2 the English language on a 
more emphatic basis when they stated, “leaving for ultimate deter- 
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mination by the courts the legal consequences, if any, resulting there- 
from.” 

The Cratrman. Do you have questions? 

Mr. Zetenko. Mr. Doub, we are interested in something that, I 
think, is a little more important and goes a little further than your 
statement. It may even have the elements of collusiveness or a con- 
spiracy. Isay theelements. We have had testimony here from Cap- 
tain Conway that they did send this letter of April 15, which the De- 
partment of Justice regarded as a cancellation of the contract, and, 
frankly, we of the committee regarded it as a cancellation of the con- 
tract. It says it in plain language. 

You used the expression, “finality.” However, there is something 
a little more important. Captain Conway testified that, although 
they sent that letter, it was not their intention pai ancel the contract. 
As a matter of fact, they said they had not canceled, because they 
were proceeding just as if they had not sent the ater 

He further stated that the only way the contract could be can- 
celed, or one of the elements in the contract, was that he had to cancel 
it with the shipyard. 

Now, here is the part that we are interested in, among other things. 
He told us that the reason they sent the letter was not because they 
wanted to cancel the contract, because he said they had not, in effect, 
done so, but becanse they wanted to get a hearing before this com- 
mittee. And, so, it was a pretext. 

Now, this is the thing that I think is important. He said that not 
only had they decided to do it, but they had discussed that with the 
Maritime Administrator and that he knew in advance of their send- 
ing the letter, of their pretext, of the fact that they had not canceled, 
and, as a matter of fact, he had passed on a draft of that letter be- 
fore they sent it. 

Now, sir, the Maritime Administrator is a representative of the 
United States Government. He is supposedly, in this lawsuit, an 
adverse party to these defendants. Captain Conway’s charges, I 
think, are most serious because, in effect, it looks as if you people 
have instituted a futile lawsuit, if not a collusive one. 

I do not say you people as the Department of Justice. I mean the 
Government has instituted one. 

I want to find my statement, if I may, just to give you background. 
He also told us—and all this was under oath—that the Maritime Ad- 
ministrator and one of his assistants, Ruth Holmes, knew these facts; 
that she had checked with the shipyard and found out that the ships 
were building. 

Now, sir, did vou read that portion of Captain Conway’s testimony ? 

Mr. Dour. Yes, I did; and I would like to say this: After we re- 
received this letter of Mr. Morse, dated May 1, 1958, and I won’t read 
the full letter, but I will read a few sentences from it. After reciting 
the contract, referring to it and the liquidated-damage provision for 
$8 million, it states: 

By letter dated April 15, 1958, Capt. Granville Conway, the president of the 
Victory Curriers, Inc., has advised the Maritime Administration that they are 
compelled to cancel the building program contemplated by contract No. MA— 
1439, leaving for ultimate determination by the courts the legal consequences, if 
any, resulting therefrom. <A copy of Victory Carriers’ letter of April 15, 1958, 
me enclosed herewith. There are also enclosed herewith (1) a copy of contract 

. MA-1439 dated January 25, 1957, and (2) a copy of amendment No. 1 dated 
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May 23, 1957, amending contract No. MA—1439. The letter of April 15, 1958, the 

contract und amendment described above, are forwarded to you for appropriate 

legal action to collect the liquidated damages stipulated in the contract. 
Then it concludes: 


The enclosures will probably provide sufficient facts for drafting the com- 
plaint. We are assembling the balance of the material for your use, and will 
forward it as soon as possible. 

Now, upon receipt of that letter, I referred the letter to the Ad- 
miralty Section for study and the preparation of a complaint, and 
they proceeded to obtain additional documents from Maritime. 

About 10 d: ys later, I tele ‘phoned Mr. Stromeyer, vice preside ni 
in charge of shipbuilding of Bethlehem, and inquired whether the 
shipowning corporations had actually canceled its contracts with 
Bethlehem. He said they had not. 

Mr. Zetenko. What is the date of your conversation with him, 
please ? 

Mr. Dous. This was on May 21, 1958. 

Mr. ZeLEnNKO. Was that before you served the complaint in the 
case ? 

Mr. Dovun. Yes; it was. Mr. Stromeyer expressed his personal 
view, off the record, that Victory wanted to go forward with the con- 
struction program to the limit of its financial means; namely, con- 
struction of the two 46,000-ton tankers, without being required to 
build the 100,000-ton tanker which was beyond its fina incial means. 
He said Bethlehem Shipbuilding is vitally interested in having Vic- 
tory go forward at least with those 2 tankers under an arrangement 
whereby the 100,000-ton tanker would be constructed as soon as Vic- 
tory has the money available for this purpose. If no tankers are 
built, numerous shipyard employees will be thrown out of work. 

I inquired whether the keels had been laid for these ships, and he 
stated that they had not, but Bethlehem had ordered substantial quan- 
tities of materials for construction. 

Then, on the same day, I telephoned Mr. Stillman, president of the 
Grace National Bank, but was advised that he was sick in the hos- 

ital. And I then spoke to E. Tinsley Ray, vice president, and I told 

{r. Ray that the Government wished to check over the books of the 
trust and the books of the operating companies, and would use the 
FBI for this purpose, and I would like the Grace Bank to cooperate 
with the FBI because I was sending them in right away. And he 
stated that this would be entirely s satisfac tory, and the books would 
be made available to the FBI. 

I told Mr. Ray that the Government was extremely disturbed at 
the letter of Victory to Maritime advising that it did not propose to 
continue with its shipbuilding program. He replied that this de- 
cision had been made most reluctantly upon the ground that the 
trust could not finance the new construction at this time. He said 
that he thought Captain Conway should discuss the matter with me, 
and he would ask him to call me on the telephone. Then he ap- 
parently did that, because Captain Conway telephoned me on May 
29, 1958, and said that Mr. Ray had told him of his conversation with 
me, and suggested that he ought to call me and explain the position 
of Victory. He made the following statements: 

The total cost of the 3 tankers is $52 million. 
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Under Maritime financing plans for ships built in American yards, 
the Government would take mortgages for $40 million, that is, 8714, 
percent of cost, and Victory would provide the balance of $12 million, 
that is, 1214 percent. 

This $12 million would be made up of a $3 million payment for 
each of the 46,000-ton tankers, and $6 million on account of the 
100,000-ton tanker. 

Victory has already paid Bethlehem $2 million. 

think that figure, actually, is about $1,700,000. 

Under the present shipping situation, 6 million tons of tankers are 
laid up. If present market conditions continue, it would be impos- 
sible for Victory to obtain charters for these vessels. 

For Victory to obtain the necessary Government financing, Mr. 
Morse would have to certify that the mortgage loans are good ’busi- 
ness risks. It would be impossible for him to do so, and Mr. Morse 
appreciates this, because he stated recently that he had refused an 
application of Niarchos last week. 

It would not only be improvident for the Government to loan $40 
million for the construction of these ships, but it would also be im- 
provident for Victory to assume such an indebtedness when charters 
will not be available. If Victory did this, it might result in the 
bankruptey of the companies. 

| inquired whether any of the ships owned by the trust were tied 
up. He replied that all of the tankers were in operation, but two 
of the cargo ships were tied up. The companies are doing just as 
well as Captain Conway had anticipated. He had estimated some 
time ago that the shipowning corporations would have $20 million 
available for new construction, and he still believed that such an 
estimated amount would be available. He said the trust would 
rather pay the liquidated damage amount specified in the contract 
if it had to than build all these ships. 

The liquidated damage feature was calculated upon the basis of 
the difference between the value of the 14 vessels transferred out 
under foreign-flag operation and their value under United States-flag 
operation. He felt strongly that the solution was for Maritime to 
permit the trust to build the two 46,000-ton tankers at this time 
but defer the required building of the 100,000-ton tanker. He said 
this was not only in the interests of the trust but in the interests of 
the Government and the shipbuilding industry. 

I pointed out that the trust had obtained the benefits of the con- 
tract, namely, authorization from Maritime to transfer out the 14 
ships upon the basis of the obligation assumed to comply with the 
shipbuilding program. He wished the Government to reduce sub- 

stantially Vietory’s obligation to build without giving the Govern- 
ment any quid pro quo for this concession. He said what quid pro 
quo « ‘ould Victor y give? 

I inquired whether he had considered transferring ships to Amer- 
ican-flag ownership and operation. He replied that he believed such 
ransfers would result in substantial criticism. 

[ told Captain Conway that the Government’s claim had been re- 
ferred to the Department of Justice, and we were preparing a suit 
for breach of contract, and if the matter could be settled it was 
desirable that it be done before the suit was instituted. 
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I inquired whether he had considered that the trust might have to 
pay the Government the $8 million provided for in liquid: ited damages 
in the event it was not settled. He replied that he had had to give 
careful consideration to this and had to assume that they would 
be required to make this payment in evaluating the problem, but had 
concluded that it was preferable from the standpoint of the trust 
to make such a payment than to proceed with the full building 
program. 

Now I would !Itke to say this: 

First, 1 checked those statements that Captain Conway made, about 
implying that the Government was expected to take mortgages on 
this new construction, and Mr. Morse told me, first, the contracts 
made no provision for any Government financing, and Government 
financing had never been mentioned in the negotiations leading up to 
the execution of the contracts, and it had also been assumed that 
the shipowning corporations would obtain independent financing. 

Now I would also like to call your attention to - fact that from that 
time down to when we instituted that suit Captain Conway and 
— for the bank made no etlort to withdraw that formal notice 

f April Lb, 1958, which they knew the Department of Justice was 
‘tite rpreting as a final notice of breach of contract. 

Mr. Zetuenko. Mr. Doub, I want to Interrupt for a moment. My 
question goes further than that. 

According to Captain Conway’s testimony, he said the Maritime 
Administrator knew that this thing was a pretext, and that is what 
I asked you about in the beginning. I want to know whether your 
investigation disclosed the fact, first, that they had not canceled 
the contract; secondly, I want to know what you know about Captain 
Conway's testimony—you said you read it—and whether you in 
vestigated that phase of it, that this was a pretext and that the 
Maritime Administrator knew it was a pretext. Will you tell us 
about that ? 

Mr. Dovs. I am trying to tell you what we knew at the time we 
instituted this suit and not what I read in a record made subse 
quently, and that is why I reviewed my conversation with Captain 
Conway. 

Mr. Zevenko. May I call your attention to the fact that Captain 
Conway's testimony was June 18, and you amended your pleadings 
in the district court in the southern district of New York on July | 
after Conway's testimony. 

Mr. Dovs. That had nothing to do with ¢ ‘apti un Conway’s testi 
mony. There were several typographical errors in the complaint. 
and they were merely corrected as toa few dates, 

Mr. ZELENKO. May I ask you this, Mr. Doub, please, if you find 
it goes along with your statement: 

First, up until today did you know anything about this pretext 
that is Conway’s testimony—the fact that the cancellation letter wa 
merely a pretext and they were going ahead? U p until today did 
you know about that ? ; 


Mr. Dor B. | don’t know that nov Z and I] don’t helieve that. | 
con't think the reeord shows that at all. 

The record shows that thev don't want to go forward with this. 
The vy dont want to comply with these contracts. They want a 


modification ot it. and tiey served a formal notice on the (rovern 
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ment which they have never amended and they have never 
withdrawn. 
_ Mr. Zevenko. May [ask you this: 

Are you satisfied from your FBI investigation that they are pro- 
ceeding with their building contract ? ¢ 

Mr. Dour. I have not obtained the results of that FBI imvesti- 

gation yet. 
Mr. ZELEN KO. Well, ‘apt ain Conw: ly tes stif ied here that they are 
proceeding. You say a it you spoke to Mr. Stromeyer of Bethlehem 
before you started the lawsuit, and he told you that they had not 
canceled. Now you say you filed the lawsuit anyway. 

Mr. Dovus. Mr. Chairman, we evaluated « arefully the fact that 
there had not been a cancellation of the building contract, and we 
weighed that against this formal, official notice of April 15, 1958, 
to Maritime, and it was our view then, and it is our view now, that 
that was a notice of cancellation of the contracts between the ship- 
owning corporations and Maritime. 

Mr. Zevenxo. May Lread this to you ? 

Mr. Dour. That is the position we have taken in our suit, and 
that is the position we still adhere to. 

Mr. ZeLenKo. May I read you this, Mr. Doub, from Captain Con- 
way’s testimony, at page 287? Tasked him: 

You wrote this letter as a device and a subterfuge to the Maritime Adminis- 
tration in order to get a hearing on the hill. That is what this letter was, ac- 
cording to what you tell us now. 

Mr. Conway. Is it anything wrong to have a hearing on the hill? 

I said: 


Is there anything wrong in using a device or a subterfuge like this? I ask you. 
Answer that question. 

Mr. Conway. I do not see anything wrong; no. 

Mr. ZeteENKo, You do not see anything wrong? 

Mr. Conway. We have the hearing. 

Now I will read you other testimony. He admitted it was a device. 
He later goes on to tell us that the Maritime Administrator knew it, 
and you tell us now that that does not mean that it was a device. 

Mr. Dovs. Mr. Zelenko, I have to accept, the Department of Justice 
has to accept, a letter couched in those terms and give it a legal effect. 
Now, whether that letter was stupid or ill-advised, whether it was 
designed to serve ulterior motives, is perfectly immaterial to me. 

Let me conclude— 

Mr. ZeLeNKo. Do you mean to say, sir, that if this thing is a pre- 
— and that you have no chance of winning a lawsuit in whic h there 

i perfect defense, that is, the people have not breac ‘hed their con- 
tract and that there may be a criminal aspect here, that is, a possible 
fraud on the Government, and you would say it is immaterial to you? 

Mr. Dour. It is our position that there has been an anticipatory 
breach of this contract. and we have brought suit on the contract. and 
we don’t think that the matters that you are referring to would be 
accepted by a court, and it would give the full effect to the language 
used in that official communication without regard to the menta! state 
of minds of those people. In other words, the effect of that letter 
has to be dedu — from its own language. 

Let me say th , because I want you to know exactly what I knew 
about this at th e time that suit was filed. 











284 TRADE-OUT AND BUILD ACTIVITIES OF ONASSIS COMPANIES 


Mr. ZetenKo. We are not charging anything to you, sir. If that 
is the purpose of your answer, we do not say that you knew that this 
thing was a pretext or collusive. You do not have to answer that. 

I am asking you whether you investigated the veracity of Captain 
Conway’s remarks and the facts. Let me read you something else he 
said, on page 290: 

Mr. Conway. I know this, that Mr. Morse knew we had not canceled the ship- 


building contract. 
Mr. ZELENKO. Even after you sent this letter? 


That is the letter of April 15. 
Mr. Conway. Yes; Iam sure he did. 


Now here is Conway under oath swearing to this committee that 
the Maritime Administrator knew that they had not canceled this 
contract, the cancellation which was the basis of the lawsuit. What 
I am asking you, sir, is, Did you investigate that phase of it? 

Mr. Dovs. Remember there are two separate contracts here. We 
are suing for an anticipatory breach of the contract between the ship- 
owning corporations and Maritime. 

Now you are talking about a contract they have with Bethlehem, 
that Bethlehem is interestedin. That is a different matter. 

Mr. Zetenko. May I interrupt you again, if you do not mind, and 
tell you what you are suing for. I have a copy of your complaint. 
This does not look like an anticipatory breach. 

You are asking, first of all, for a forfeiture of the ships. You are 
asking for an accounting and recovery of all the profits from the opera- 
tion. You are asking that the ships be transferred. You are asking 
for a decree of specific performance. 

You regarded that letter of April 15—and you said so yourself— 
as a cancellation, finality. You said they canceled. 

Mr. Dovs. That is right. 

Mr. ZetenKo. Anticipatory breach is a legal term meaning that 
they intend to break the contract. 

1 want to stick to this, if you do not mind. Tell me whether the 
Department of Justice, either the Civil or Criminal Division, checked 
into the statements of Captain Conway to see whether they were true, 
that the Maritime Administrator who turned over to you a supposed 
cancellation of a contract knew that the contract was not canceled. 
And I just read it to you, and it is in plain language. Captain Con- 
way said that the Maritime Administrator knew that the contract 
was not canceled even after they sent the letter of cancellation. 

Mr. Dovs. Well, I think you had better direct your questions to Mr. 
Morse, not to me. I have told you the legal effect which we have 
given to that letter, and I might say this 

Mr. ZetenKo. May I ask you 

Mr. Dovs. Let me finish. 

Mr. Zetenko. Go ahead, sir. 

Mr. Dovs. On the late afternoon of June 11, 1958, Mr. E. Tinsley 
Ray telephoned me from New York and stated that it was of the ut- 
most urgency that he and Mr. Cunningham come to see me the next 
day, namely, June 12. 

Mr. Zetenxo. Was that after the lawsuit was filed ? 

Mr. Dovs. No. It was filed on June 12. 

Mr. ZetenKo. Thank you. 
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Mr. Dovs. I told him that I was extremely busy but, upon his in- 
sistence, I finally agreed to see them at 11 a. m. on June 12. 

At that time there were present Mr. Ray, Mr. Cunningham, Mr. 
Colby, and myself. 

Mr. Ray stated that the Grace National Bank wished me to know 
that the Grace Bank still wanted to construct all three ships but the 
trust was not financially able to do so. He also stated that: 

The letter of April 15, 1958, to Maritime relating to the cancellation 
of the contract, was authorized by the board of directors of Victory 
but was sent with considerable reluctance. The reason for sending 
the letter was that they were not going to be able to finance the con- 
struction of all three vessels, and that they had to have a modification 
of the contract extending the time for constructing the 100,000-ton 
tanker, they were willing to proceed to build the two 46,000-ton 
tankers. 

Captain Conway had been unable to obtain an extension from Mari- 
time because of an objection by a member or members of the House 
Merchant Marine Committee. 

Captain Conway had sent a draft of the April 15 letter to Mr. Morse 
before this letter was sent, and Mr. Morse had not taken exception 
to it. 

I stated that the Department of Justice had to accept a formal 
written communication to Maritime on the basis of the language used 
and we were unable to give any weight to verbal statements about in- 
tentions or purposes. 

I called attention to the phraseology of the last sentence of the letter 
stating that the matter would have to be left to the determination of 
the courts, pointing out its finality. 

I also said this matter had ben referred by Maritime to the De- 
partment of Justice for the prompt institution of suit on May 1. We 
had been working on the complaint since then. 

After I had tele phoned ae Ray, asking his cooperati ion with respec t 
to the FBI investigation, Capt: iin Conway had te lephone “| me for the 
purpose of explaining the position of the trust in the matte 

I told Captain Conway that we were preparing a suit for breach 
of contract and had heard nothing further from them. My impres- 
sion was that Mr. Ray and Mr. Cunningham, in view of their state- 
ments, and Mr. Cunningham made some statements confirming Mr. 
Ray’s, were hopeful that we would not institute suit. 

I then stated that suit was being filed in New York within the next 
few hours and a member of the Civil Division was in New York for 
this purpose. I also stated that the complaint quoted the last sentence 
of the letter of April 15. 

Mr. Ray said that the officers of the bank and the board of directors 
of the corpor: ations were honorable men and he hoped that I did not 
believe that they were guilty of any bad faith. 

I replied that I cert: vainly hoped not. 

Mr. Ray or Mr. Cunningham inquired whether the suit was for 
liquidated damages. I replied that it was for alternative remedies, 
first. 2» forfeiture of the vessels to the United States and for the 
recovery of the net proceeds of the vessels during foreign flag opera- 
tion: secondly, if that were not obtainable, for spec ifie per formance: 
and, finally, for damages. 


28919—58——19 
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Mr. Ray asked if they could have copies of the complaint and I re- | 


plied, “Not until suit was filed.” I said that I would mail copies to | 
Mr. Ray that afternoon, which I did. 

Mr. ZrLenKo. Now, let us get back tothis. You told me before that | U 
it was your suggestion that we ask Mr. Morse about what he knew fi 
about this pretext. nv 

May I ask you, sir, have you discussed this lawsuit with Mr. Morse, 
the gentleman who forwarded to you—— ls 


Mr. Dovs. I talked to Mr. Morse on — ay, May 27,1958. That 
was the only occasion prior to the institution of the suit. 

Mr. ZeLENKO. Did he tell you on that day that he knew that the I 
contract was not canceled or that he had any information ¢ W 

Mr. Dovn. No. 

Mr. ZELENKO. Did you ask him / 

Mr. Dovus. The occasion of that meeting was to ask him about the t! 
statements that Captain Conway had made to me on May 22, 1958, 


aay v 
that the Government was supposed to finance this new construction, 
and Mr. Morse told me that that was entirely incorrect. a 

Mr. ZeLeNKo. You knew that from the contract itself, did you not, t 
Mr. Doub? 

Mr. Dous. Well, I wished to verify it because I wanted to make 
sure that that was clearly understood. 

Mr. ZeELENKO. You did not need Mr. Morse to tell you. You knew i 
from the contract that there was not going to be any Government 0 
financing. You said that you were fully familiar with all of these 
proceedings here. h 

Mr. Dous. A memorandum of that meeting contains this: I told Mr, 1. 
Morse of Captain Conway’s call to me and what he had said. I was 
particularly inte nee in ascertaining whether there was any under- 
standing between Captain Conway and Maritime with respect to 
Martime making a guaranty mortgage loan for the construction of e 


these vessels. 

Mr. Morse called my attention to the fact that this shipbuilding con- t 
tract made no provision or reference to such loans and throughout the 
negotiations with Maritime for the trade-out-and-build contracts there 
was never any reference by Captain Conway or his associates to such a 
guaranteed loan by the Government. On the contrar y, it was assumed 


g 
a 
throughout that any financing the trust might require would be han- . 
dled by it privately on a nongovernmental basis. ‘ 


Mr. ZeLenko. Have you since that day discussed with Mr. Morse 
this testimony of Captain Conway in which C aptain Conway told us 
on the 18th of June that Mr. Morse knew? This is Conway’s testi- 
mony under oath. He said that Mr. Morse knew that they had not 
canceled the contract. Have you ever discussed the substance of that 
statement with Mr. Morse ? 

Mr. Dour. No; I have not talked to Mr. Morse since the committee t 
hearing to which you have referred. 

Mr. Zetenko. You said a little while ago, Mr. Doub, that you had 


S 
read Captain Conway’s testimony and were familiar with it; is that ; 
right ? ‘ 

Mr. Dovus. I read it; yes. I read it hurriedly. | 
Mr. Zevtenko. Oh, hurriedly. Did you come across this part that ; | 


I read to you? 


Mr. Dovs. Yes. 
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Mr. ZeLenxKO. Did that interest you? 

Mr. Dous. Yes. 

Mr. Zetenxo. Did it not interest you as a representative of the 
United States Government, the fact that you might be engaging in a 
futile lawsuit, perhaps a collusive one, collusive on the part of some 
member of the United States Government ? 

Mr. Dovn. No responsible person could state that this is a collusive 
lawsuit because—— 

Mr. ZeLENKO. Why not? 

Mr. Dovs. Because, as I said, it was apparent to me that Tinsley 
Ray and Cunningham came to see me just in the hope that a suit 
would not be filed. 

Mr. ZeLENKO. In any event—— 

Mr. Doun. And there has never been the slightest suggestion that 
they welcomed a suit or wanted a suit. In fact, my whole impression 
was that it was the last thing they did want. 

Mr. Zetenko. Did they disclose to you what was disclosed to us 
at the committee, the fact that this cancellation was a pretext? Did 
they disclose that to you in words or substance ? 

Mr. Doun. No. I read you exactly what they said. 

Mr. ZetenKo. Now, I read you what Captain Conway said. 

Mr. Dovus. Moreover, I do not accept the statement that it was a 
pretext. I am interested in the legal consequences of a formal notice 
of cancellation and that is the basis of our suit. 

Now, let me say this: Your questions and your comments seem to 
be all designed to help Mr. Onassis and these other defendants in this 
lawsuit and—— 

Mr. ZeLenko. I want to correct you, sir. 

Mr. Dovs. I do not think, Mr. Chairman 

Mr. Zetenko. I am interested in helping the United States Gov- 
ernment. Iam wondering whether you are. 

Mr. Dous. You are not helping the United States. You seem to be 
trying to hurt the United States. 

Mr. ZeLenko. That is your opinion, sir. 

Mr. Dous. Yes; it is. 

Mr. ZeLenko. Outside of praising yourself last year and today 
about this trust agreement, it was necessary to modify it and there 
were a lot of things wrong with it. As a matter of fact, that was 
conceded at the end of the Sectnaes 

Mr. Dovn. I never did. 

Mr. ZeLtenko. I resent your remarks, sir, but I am going to pass that 
for a moment and see who is helping the United States Government. 

Let me ask you this, sir. Can you tell me why up to this point no 
investigation has been made of the fact or of the testimony here that 
this cancellation has been a pretext? You just said that is immaterial 
to you. 

Mr. Dous. No; I do not think that there is any valid basis for even 
stating it is a pretext. 

Mr. ZeELENKo. Well, Mr. Conway swore under oath that it was. He 
said that the contract has not been canceled. I read it to you. 

This man swore under oath and he said the Maritime Administrator 
knew it. 

Now, how in heaven’s name are you going to win a lawsuit where 
you charge a breach of contract where these people can walk in and 
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show that they had not breached it? You are a lawyer, sir. Tell 
me how you are going to win a lawsuit like that. We will find out 
who is trying to help the United States Government. 

Now answer that. 

Mr. Dovs. Well, my answer, Mr. Chairman, is the same I gave 
before. 

Mr. ZELENKO. That was not a good one. 

Mr. Dous. When someone has entered into contracts with the United 
States Government and then serves a formal notice of cancellation, 
the court and the Department of Justice must accept and evaluate 
the language of that notice in its own terms and any verbal statements 
about ulterior purposes or motives in sending the notice are irrelevant 
and immaterial. 

Mr. ZetenKo. Let me tell you this, sir: that you are closing your 
eyes then to your duty as an Assistant Attorney General. This man 
swore under oath that they have not breached the contract. He says 
that the Maritime Administrator knew that. 

Mr. Dous. I think we would be derelict in our duty if we merely—— 

Mr. ZELENKo. We are going to have the Maritime Administrator. 

Mr. Dous. If we merely accepted statements that were made here or 
anywhere else about purposes or intentions and did not give the 
effect to that instrument, which I think is a reasonable one on the 
basis of the language used. 

Mr. ZeLENKo. “May I suggest this to ~~ 

Mr. Dovs. I might say, Mr. Chairman, I do not think that what 
these questions and comments are designed to do is helping the United 
States Government in this suit. I think they seem to be directed to 
trying to hurt it. 

The Carman. Mr. Witness, I want to be extremely fair and I 
have tried to be careful—— 

Mr. Dous. You certainly have, Mr. Chairman. 

The Cuamrman. With respect to your suit in other testimony, but I 
just simply cannot understand in the light of this sworn testimony how 
Mr. Morse sent that letter and invited you to start the suit because he 
has not denied this testimony himself, so he must have known himself 
or must have thought or must have understood the impression that 
the contract had not been canceled having had an opportunity to see 
the letter in advance before it was formally transmitted. 

Mr. Dovus. Well—— 

The CrarrMan. It does pose a rather unusual situation. 

Mr. Dovs. His letter to the Department of Justice requesting that 
suit be instituted made no reference to the matters that you have been 
discussing here this morning. 

The Cratrman. Am I incorrect in the observations I am making? 

Mr. Dour. Well, I assumed even after I had read Captain Conway’s 
testimony after the suit was instituted that Mr. Morse and his counsel 
must have placed the same interpretation upon that notice of cancella- 
tion which the Department of Justice has. 

Mr. ZeLtenko. That does not answer the question, sir. 

You say that you prefer to rely on the writing despite the fact that 
what Captain Conway said might be tr ue. 

Now, you close your eyes to Conway’s statement. You close your 
eyes to the fact that the Maritime Administrator has failed to deny 
it, the very man who brought the lawsuit to you. You close your 
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eyes to that and say, “I prefer to stick to the words of the letter 
regardless of what the facts are, regardless of what the testimony is.” 

Mr. Dovs. Well, Mr. Chairman 

Mr. ZELENKO. When I asked you my first question, How do you 
expect to win a lawsuit if these “people come in and show that they 
have not breached 

Mr. Dous. Well, in my judgment, they have breached this contract 
by that letter, that formal communication. Moreover they never 
testified before this committee that they proposed to comply with this 
contract. They never stated here they were going to build those three 
ships in accordance with the terms of the contract. They stated just 
the opposite. They confirmed the letter by stating they were not going 
to do it. 

Mr. Zetenko. Mr. Doub, they told us that they are proceeding with 
the contract right now—right now. They said they have not breached 
any part of it. Asa matter of fact, Mr. Tollefson asked the question. 
He asked C aptain Conway, “Is this all one contract or are the two 
ships separate ?” 

Now, if it is all one and they say they have not breached it, how can 
you separate it ? 

Mr. Dovus. Well, I felt obligated to institute that suit. 

Mr. ZetenKo. Why? Because you wanted to show that the De- 
partment of Justice or the Maritime Administration was doing some- 
thing or because you felt that you were filing a valid suit? 

Mr. Dour. Because I believed we were filing a valid, justifiable law- 
suit. I believed it then and I still believe it. 

Mr. ZetenKko. Now, you say that you have not investigated this 
testimony. You just told us that the matter we are discussing now 
had not been taken up by you. 

Now, suppose you find out now as a result of your investigation that 
what Conway says is true. What will be your position? 

Mr. Dovus. It will be the same. 

Mr. ZELENKO. You mean—— 

Mr. Dovs. Our position is that any verbal statements of intentions 
and motives are irrelevant, and that will be our position in court; in 
other words, that the Government is standing upon this notice and 
moreover I have heard no testimony from these people that they 
intend to comply with these contracts. In other words, their whole 
position is that they are not going to build all those three tankers,-and 
they have served formal notice to that effect that they are not going 
to build them. 

Mr. ZeLenKo. You have told us that, sir, but I asked you something 
which I said transcends that. I repeat briefly: You get a letter of 
cancellation. The Government starts a lawsuit believing there has 
been a breach, and you sued because you believe there ‘has been a 
breach. 

You said the letter had finality, that they broke the contract by the 
letter. 

Mr. Dovn. That is right. 

Mr. ZetenKo. Not that they are going to break it, not that they 
intend in the future to break it, but you “started your lawsuit on the 
basis of the fact that that letter, in your interpretation, was that they 
have broken the contract. 
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Now it comes to your attention by testimony, and I hope it is not 
perjurious for Captain Conway’s sake, it comes to your attention by 
sworn testimony that they have not broken it but, furthermore, there 
has been other testimony, your own. 

On the 21st of May you communicated with the shipyard, you said. 
They told you it was not broken. 

Then we have further information, if this testimony is to be believed, 
from your own particular client, Mr. Morse. It is claimed that he 
knew it was not breached. 

Now, if you find out from Mr. Morse that Captain Conway’s testi- 
mony is true, does that not eliminate your lawsuit for present breach 
of contract? If all of this testimony and evidence is true that at this 
point the contract has not been breached and you are suing for a 
present breach of contract, does that not throw your lawsuit out the 
window? 

Mr. Dous. You are debating a legal question. 

Mr. ZeLENKO. I am not debating anything but plain language. 

Mr. Dovus. Mr. Chairman, the effect of that formal communication 
to the Maritime of April 15, 1958, is a legal matter and it is a legal 
question as to its effect, and I have stated what the position of the 
Department of Justice is with respect to it. 

Mr. ZELENKO. Do you speak for the Criminal Division also? 

Mr. Dous. No. 

Mr. ZetenKo. Allright. Then you just speak for the Civil Division, 
please, sir. 

Mr. Dovs. Well, of course, when I said the position of the Depart- 
ment of Justice, I meant the position of the Department of Justice 
in bringing this suit. 

Now, we considered very carefully the effect of that notice and the 
language used in it, and the finality of it and the position which I have 
stated is the same. 

Now, I could be mistaken, Mr. Zelenko. Mr. Zelenko is a very able, 
sapable lawyer. 

Mr. ZELENKO. You pleaded ignorance to some phases of the trust 
suit last year for which I do not blame you. 

Mr. Dovs. I have no doubt that counsel for the Grace Bank will 
make all the arguments, which you have been making this morning, 
against the Government. 

Mr. ZretENKOo. Now, Mr. Doub, I am not making any arguments 
against the Government’s lawsuit. I am not arguing the lawsuit. I 
am taking up another point and that point is what we have been 
discussing and that is this: The Maritime Administrator, supposedly 
representing the United States Government, brings you what purports 
to be a breach of contract in any case. It does not have to be this one. 
Now, there is testimony which he has not denied yet that he knows 
that there has not been any breach. 

Mr. Dousn. I do not, either. 

Mr. Zetenxo. And you sit there and blandly tell us that that does 
not make any difference to you. : 

Mr. Dovs. I do not so interpret even the testimony of Captain 
Conway, which Mr. Morse has not had an opportunity to testify to 
himself, to confirm or qualify or accept, but in any event it would not 
change my position as to the legal consequences and legal effect of 
that notice. 
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Mr. ZeELENKO. Let me ask you about legal effect, and I do not want 
to argue the lawsuit because, heavens knows, since last year I have been 
opposing the Onassis interests with everything w ithin me not because 
they are the Onassis interests but because I think that the Government 
just handed them the United States merchant marine or a part of it 
and handed them a windfall, but that is beside the point. 

Mr. Dovus. That is an ir responsible statement because it is perfectly 
impossible to evaluate what occurred here and reach such a conclusion 
and express at least a sincere opinion on it. 

Mr. ZetenKo. Let me ask you this: You talk of legal consequences. 
Suppose these people walk in and show that they have not breached 
the contract which they told us they have not done. Now I am not 
arguing their position. I do not know the merits of the lawsuit but 
they told us they have not breached it. They say the Maritime Ad- 
ministrator knows they have not breached it. 

Now, did you take the trouble to find out from Mr. Morse whether 
what they say is true? That is what I want to know, not all these 
conversations that you have been giving us, repeating and repeating 
the things that we know and you know. 

I want to know did you find out from Mr. Morse whether what 
Captain Conway said was true? That is what I want to know. 

Mr. Dous. Well, will you state specifically the statement of Con- 
way that you want me to comment on 

Mr. ZELENKO. Yes, sir. It is on page 290, and I would suggest most 
respectfully that you would read the minutes more carefully the next 
time. 

You said you just looked through them. 

Mr. Conway. I am sure that Mr. Morse knows— 

That is in response to the chairman’s question where Conway repeated 
again that Morse knows that the shipbuilding contract was not can- 
celed, and the chairman said: 

He could not have known, not from his conversation with me. He knew in his 
conversation with me that it was canceled. 

Here was the chairman, Mr. Bonner, talking to Mr. Conway. 

Mr. Conway repeats again. He says Mr. Morse knows that it was not 
canceled. 

The chairman could not believe it. Hesaid: 

He could not have known, not from his conversation with me. 


I am going to read you the other part which I quoted before, on 
9 
page 290 : 
Mr. Conway. I know this: That Mr. Morse knew we had not canceled the 


shipbuilding contract. 
Mr. ZELENKO. Even after you sent this letter? 


That is the letter of April 15. 
Mr. Conway. Yes, Iam sure he did. 


Mr. Dovs. It is perfectly apparent. 

Mr. ZELENKO. You asked me what I want to know about Mr. Morse, 
what part. Those are the parts, sir. 

Mr. Dovus. It is perfectly apparent that Captain Conway was re- 
ferring to a different contract from his contract with Maritime. He 
was referring to his contract with Bethlehem and he was stating that 
Mr. Morse knew that this had not been canceled. 
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One of the first 

Mr. ZeLENKO. May I suggest something else to you? 

Mr. Dovs. One of the first things that I did after we received this 
claim for suit from Maritime was to verify whether that contract 
between Victory and Bethlehem had been canceled and I ascertained 
that it had not prior to institution of the suit. 

Mr. ZeLENKoO. Let me tell you, Mr. Doub. I would suggest you read 
some more of the file in this case a little more carefully, a little better 
than you read the minutes, because Mr. Morse testified to us himself, 
I am very interested to see who is protecting the Government here. 

The CuarrmMan. Let me ask you a question. What was canceled ¢ 

Mr. Dovs. Well, it is our position that they had canceled the contract 
with Maritime for the construction under which they had agreed to 
build these ships. 

Mr. ZELENKO. May I suggest——— 

The Cuamman. Wait a minute. 

Mr. Dovs. I think that is a fair and reasonable and sensible—— 

The Cuarrman. They had canceled the contract with Maritime. 

Mr. Dour. That is right. 

The Carman. But you turn around and say they had not can- 
celed the contract with Bethlehem. 

Mr. Dovus. Not yet. They had made it clear that they were not 
going to build those three ships. 

The CuHarrMan. Was that not all one and the same thing ? 

Mr. Dour. I do not think so. 

Mr. ZetenxKo. I suggest you read the file. 

The CuarrMan. Wait a minute. 

Mr. Dovs. In other words, their position throughout with Mari- 
time, as I understand it, both in their prior negotiations and then 
they confirmed it by this letter of April 15 that they were not going to 
build these three ships. They had not at that point and even at this 
point they have not apparently actually canceled that Bethlehem 
contract. 

Mr. Zetenxo. Mr. Doub. 

The CuatmrMan. Just let me get my mind clear on this. 

Mr. Doub, I am interested just to see what your thinking is. This 
letter cites al] three contracts with Maritime. 

Mr. Dovus. That is right. Well, there is one contract. 

The CuarrMan. Three ships. 

Mr. Dovs. That is right. 

The Cuarrman. Which means the entire agreement with Maritime 
was canceled. 

Mr. Dovs. That was our interpretation of it. 

The Cuatrman. Then you called up Bethlehem Shipbuilding Corp. 
and they told you that it was not canceled ¢ 

Mr. Totterson. Would the chairman yield for a moment there? 

The CuHarrMan. Yes. 

Mr. Torterson. As I understand it and I may be incorrect, the 
trade-out-and-build agreement was an agreement or contract between 
Maritime and the trust. 

Mr. Dovs. That is right. 

Mr. To.tierson. Now, the shipbuilding contract was an entirely 
separate contract between the trust and Bethlehem ? 

Mr. Dovs. That is right. Maritime was not a party to that. 
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Mr. Totterson. So when Mr. Conway says that the Bethlehem con- 
tract was not canceled, he is technically correct 

Mr. Dous. He was absolutely correct at that point. 

Mr. Totiterson. Your action is based on the contract between Mari- 
time and the trust, which covers the three ships, and you take the 
position that the letter gave you no other choice than to take the view 
that that contract had been canceled ? 

Mr. Dovus. That is right, Mr. Tollefson. 

Mr. 'Touiterson. In other words, the trust agreement with Mari- 
time could be canceled even though the contract for 1 ship or 2 ships, 
or whatever it is, with Bethlehem, was still in effect ? 

Mr. Dour. That is right, because they could always control that 
contract and whether das canceled that on Monday or on Wednesday 
or in May or in July was immaterial; but actually, Mr. Chairman, 
there has been no testimony in this case that these shipowning cor- 
a ations intend to comply with their contracts with Maritime. 

Captain Conway never so testified. He never said in spite of that 
letter, “We intend to construct these three ships. e 

Mr. ZeLenko. What is it that I read you? 

Mr. Dous. “In accordance with the terms of our contract with 
Maritime.” He never said that. He said just the reverse. 

Mr. Zetenko. Mr. Doub, what did I read you here? What are they 
talking about ? 

Mr. Dovus. When Conway telephoned me ay 98 the institution of 
this suit and when Mr. Tinsley Ray and Mr. Cunningham spoke to 
me on the day the suit was instituted, they never said they intended to 
comply with these contracts. They said they would like to, but con- 
ditions did not make it feasible for them to do so. 

The CuarrmMan. Do you mean that the contract with Bethlehem is 
something beyond the contract with Maritime ? 

ee Dovus. Well, it is a separate contract to which Maritime is not 

party. 
‘he Cuarrman. Is it a part of the contract with Maritime? 

Mr. Dovs. It is a separate contract, as I understand it. 

The Cratrman. Is it not a part of the contract with Maritime? 

Mr. Dovs. It is designed to implement the contract between Mari- 
time and the shipping corporations. 

The Crarrman. Is the Bethlehem contract two 46,000 tonners? 
The two 46,000 tonners are in the contract with Maritime? 

Mr. Dous. Yes. 

The CuHatrmMan. Do I understand you to mean that the 106,000 
tonner is the ship in dispute ? 

Mr. Dous. Well, as far as the notice of cancellation to Maritime, 
that is a notice of cancellation. ‘They were canceling their entire con- 
tract with Maritime as we interpret it which would mean they were 
not going to build any of them. 

On the other hand, there were verbal statements made before the 
committee that they were willing to build the two 46,000-ton tankers 
but they did not intend to construct the 106,000-ton tanker. 

The CuHatrman. Then Mr. Conway’s testimony here, which was 
under oath, is certainly misinterpreted by me. We are talking all the 
time about the contract with Maritime. When we were questioning 
him we were not asking about any outside contracts. 

Mr. Dovs. Well, I think he was referring: 











294 TRADE-OUT AND BUILD ACTIVITIES OF ONASSIS COMPANIES 


Mr. Totierson. Mr. Chairman. ps 
The CHarrMan. Yes. mi 
Mr. Totterson. I must say that for me I was satisfied there was a in 
separate contract between the trust and Bethlehem—in the nature of of 
asubcontract. It is not strictly a subcontract but it is in that caegory. in 
The Cuarrman. Do you mean when he was testifying ? .. 
Mr. Totxerson. I am talking about my impression of that. | = fr 
The Cuarrman. My impression of the gentleman’s testimony is that in 
he is talking about the contract with Maritime, fulfilling part of it, be 
but not the 106,000 tonner. 
Mr. Dovus. That is a breach of contract because they contracted to C 


build all three ships and they obtained the transfer out of these ves- 
sels on the theory and the assumption and the contractual obligation 
to build all three ships. 

Mr. Totierson. Mr. Chairman, could I ask counsel a question? 

The Cruarrman. Yes. 

Mr. Toutierson. I ask counsel if they know of anything in the rec- 
ords before us which would indicate that Bethlehem has a right to 
bring any action against the trust for breach of contract at this point. 

Mr. ZINcKE. No, sir, nothing. 

Mr. ZELENKO. According to Mr. Doub’s own testimony this con- 
tract is proceeding. I have a copy of the contract here and maybe 
you are right. Maybe that is the way the Civil Division of the De- 
partment of Justice interprets plain language. It says right here, 
as part of the contract, that they have to build three ships ‘and they 

say they are going to build them in the Bethlehem Steel Co. 

Mr. Dovs. That is right. 

Mr. ZeteNKo. What is all this business about two separate con- 
tracts? Is this not the contract MA-—1439 that they are talking about 
here when they first wrote a letter of cancellation and then said to us 
they did not cancel it ? 

Come on, Mr. Doub. If you do not mind, will you just tell me, is it 
in this contract ? I 

Mr. Dovs. I have told you, Mr. Zelenko, time and again this 
morning, the interpretation which we have placed upon that: notice 1 
of cancellation, and I think the Government might have been subject 
to criticism and might have been derelict in its duty if we had not 
brought this suit, but I do not understand, I just do not understand 
how anyone who has the interests of the Government at heart could 
take the position that we are subject to criticism for suing them for 
breach of contract. | 

Mr. ZELENKO. Let me tell you this. Either you do not want to un- 
derstand or maybe I do not make myself clear. I am not holding you 
and your Division open to criticism for starting this lawsuit because I 
do not want to go into the merits of it. 

What I want to know is, Have you looked into these dealings between 
Morse and Conway and his associates ? 

Now, if a man comes to me and brings a lawsuit to me as a lawyer 
and says, “Go ahead and sue. I have a cause of action”; and he brings 
me a paper in which somebody says there is a breach of contract and 
I, as a lawyer, start the lawsuit, I am doing my job perfectly ethically 
and honestly and I would say you are analogously in the same position. 

But suppose then I found out that behind ‘that paper my own client, 
who brought it to me, knows that there was not any breach but was 
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part of a scheme to put me into court for some reason other than the 
merits of the lawsuit. That would not impugn me or it would not 
impugn you but I would say that it is worthy of an investigation by me 
of my own client and we have now the United States Government 
involved, and I am very interested to find out whether there has been 
a conspiracy to defraud the Government and you do not have to de- 
fraud the Government for money. You know what I mean by bring- 
ing phony lawsuits. I do not say you did it but I say you may have 
been imposed upon. 

I want to find out whether you spoke to Mr. Morse assuming that 
Captain Conway has given us truthful testimony. 

It may be that Mr. Morse said that Captain Conway lied. It may 
have been. I do not know, but I want to know whether you investi- 
gated that phase of it. 

Mr. Dovs. I think before you make such extravagant statements 
you should give Mr. Morse an opportunity. 

Mr. ZELENKO. I have made no statement. 

Mr. Dovus. You should give Mr. Morse an opportunity to be heard 
on it. 

The Cuarrman. I have been discussing this matter with the counsel 
of the committee. I want the counsel of the committee to take this 
contract, the agreement between Maritime Administration, Victory 
Carriers, and United States Petroleum Carriers, and point out in this 
contract just what is going on, if we can get that from counsel of our 
own committee. 

Mr. Zincxe. Mr. Chairman, the parties agree jointly and severally 
for themselves, and so forth, not to cancel or default under the above 
referred to construction contract dated December 13, 1956, for the 
construction of builder’s hulls Nos. 1671, 1672, and 1681 or otherwise to 
release the shipyard from its obligation thereunder. 

That is the second contract referred to here. 

Mr. Totterson. May I ask a question there, then? I am coming 
back to the other question. 

Is there anything that Bethlehem can do now? Is there any basis 
upon which Bethlehem can base a suit against the trust? 

Mr. Zincxke. No, sir. 

Mr. Totierson. That contract, as far as our records are concerned, 
has not been breached yet ? 

Mr. Zincxe. That is correct. 

Mr. Totterson. Mr. Chairman, I would like to ask a few questions, 
if I may. 

The Cuatrman. Yes; I want you to do so. 

Mr. Totiterson. Mr. Doub, there was more than one agreement in 
this whole transaction as I read the record. First, you had this so- 
called settlement agreement with the various ship companies and that 
settlement agreement we inquired into quite thoroughly last year. I 
agree with you on that one, that the Government got a most advan- 
tageous settlement. I have said that several times. 

In addition to recovering the purchase price of the ships, they also 
collected some $7 million. I think you testified this morning that this 
$7 million represented the difference between the purchase price and 
the market value at the time of the settlement. 

Mr. Dovs. Well, the then market value of the vessels which was 
about $21 million at the time. 
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Mr. Ze_enko (presiding). If the gentleman will yield for a 
minute, that was what Mr. Onassis characterized as his ransom. 

Mr. Totierson. I almost characterized it as that, too. 

Mr. Dovs. And the amount of the mortgages on the ships which 
aggregated about $14 million. 

Mr. Totierson. I repeat that I think that was a most advantageous 
settlement to the Government. 

I think this committee is well informed of the point that the market 
value of ships rises and drops quite sharply at times. If the market 
value had been less than the purchase price of the ships, the Govern- 
ment would not have refunded the difference to Mr. Onassis’ com- 
panies, would they ? 

Mr. Dovs. No. 

Mr. Totuerson. So that, I have felt right along, although I have 
not voiced it too strongly, that I think if there is any criticism the 
Government collected $7 million simply because it had the power and 
influence to do so. Maybe that is not a just criticism but it bears out 
my thinking that the Government did get a most advantageous settle- 
ment. At any rate, that is one agreement. 

Now, there was another contract. I am sorry our chairman is not 
here. 

There was another contract between the Maritime and the trust. 
That was the trade-in-and-build agreement. That is the agreement 
from which our counsel read an excerpt just a moment ago. That isa 
separate agreement and contract altogether ; is it not ? 

Mr. Dous. That was 2 years later. That was dated January 25, 
1957, and then there was an amendment dated May 23, 1957, so they 
were last year. 

Mr. Totierson. That is the contract between the Maritime Admin- 
istration and the trust? 

Mr. Dovs. That is right, and the shipowning corporations and the 
trust. 

Mr. Totierson. Now then, pursuant to that Maritime and trust 
contract, the trust entered into a shipbuilding contract with Bethle- 
hem, I assume? 

Mr. Dovs. Yes. 

Mr. Totterson. And so far as we can ascertain that contract has not 
been breached and is going along on schedule and today, so far as we 
can tell from our records, Bethlehem has no basis for a lawsuit against 
the trust contending that there has been a cancellation or breach of that 
agreement ? 

Mr. Dovn. I agree. 

Mr. Totierson. In other words, that agreement could be in full 
force and effect even though the Maritime contract may have been 
breached by something that was said or done by the trust or its 
spokesmen. 

Now then, you received a copy or maybe the original of Mr. Con- 
way’s letter to the Maritime, which you construe to be in effect a can- 
cellation of the Maritime contract ? 

Mr. Dovs. That is correct. 

Mr. Totierson. Allright. I want toask you 

Mr. Dous. With the request that we institute suit promptly for 
breach of contract. 
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Mr. Touierson. That was my second question. Has Mr. Morse 
taken any other position with you than that you proceed to take legal 
action ¢ 

Mr. Dovus. He never did. 

Mr. TotiEson. In other words, his position has been that you, the 
Justice Department, take appropriate action, as a result of the breach, 
via the letter ? 

Mr. Dovus. That is correct. 

Mr. Totiterson. Now, once that information came to you or that 
request came to you, how many things could youdo? Were there any 
more than two things that you could do, institute a lawsuit or not insti- 
tute a lawsuit ? 

Mr. Dous. That is correct. 

Mr. Totterson. Was there any other course of action you could 
take ? 

Mr. Dours. No. 

Mr. Tot_erson. And your best judgment is and was that you should 
bring a lawsuit? 

Mr. Dovs. That is correct. 

Mr. Totierson. I think that if you had not you would have been 
subjected to real criticism. Of course, there is the conversation and 
the statements of Mr. Conway which anybody could construe as they 
wish, but certainly if you had not brought a lawsuit you would have 
been subjected to criticism. 

Now we find ourselves, as I see it, in this position. 

For the chairman’s benefit 7 have been going back over this history 
and I came to the point where I asked Mr. Doub about the position of 
Mr. Morse and he tells me that Mr. Morse has taken no other position 
with the Justice Department than that the Justice Department shall 
proceed with legal action. 

I asked Mr. Doub as to the number of courses of action that he could 
take as a result of the request from Mr. Morse, and he said he could 
do only two things. He could bring a lawsuit or not bring a lawsuit 
and I stated that, in my opinion, he had no other course to take than 
to bring this lawsuit, and that, if he had not brought the lawsuit, then 
he would have been subjected to criticism and real criticism. 

Now then, this boils down, as I see it, to a pure legal question and 
the court will have to weigh the very same facts that we have been 
considering and will have to weigh the very same facts that you had 
to consider and will have to decide whether in fact there was a breach 
of this Maritime contract with the trust company. 

Now, I would be much interested in seeing what position this com- 
mittee would take with respect to this state of facts. This committee, 
as I see it, cannot take both positions. It cannot say on the one hand 
there should be a lawsuit and on the other hand say thi at there should 
not be a lawsuit. The committee can take only 1 of 2 2 positions. 

This is a legal question as I see it, and it is not completely settled. 

The Chatman. Let me get this clear. 

Mr. Touierson. What I was saying is that the Justice Department 
ean do 1 of 2 things under the circumstances: either bring a lawsuit or 
not bring a lawsuit. It is my personal view that if they had not 
brought the lawsuit they would have been really subjected to criticism. 

What is involved, as Mr. Doub has said, is a legal question and it 
is only for the courts to decide. 
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I do not see how this committee can decide that legal question. 

Mr. ZetEnKo. Will the gentleman yield ? 

The Cuarman. As to the question of whether the lawsuit should 
have been brought or not ? 

Mr. TotLerson. Whether there was a breach of contract on which a 
lawsuit could be based. 

Mr. ZeELENKO. I agree with the gentleman that from what Mr. Doub 
knew at the time that the Chairman of the Maritime brought him that 
letter, he had no alternative but to proceed, but we are not discussing 
that now. Weare discussing the other proposition, whether the testi- 
mony of Captain Conway is true or not and if it is, I would say most 
certainly it is something that the Department of Justice should look 
into particularly as it may affect their lawsuit. That is my point. 

Mr. Doub had no alternative but to bring that lawsuit. I agree with 
the gentleman most heartily but the point is that it is here told to us 
and evidence is given to us that the very person who brings it to him 
knows that there is no breach of contract. That is sworn testimony 
here. That is the point that I asked Mr. Doub to look into. 

The Cuarrman. Breach of which contract ¢ 

Mr. ZetenKo. Well, the Maritime Administrator says there is one 
contract, only one, and our MA-1439 says there is only one because if 
they are building these ships that is all there is to it. That is all they 
have to do under this contract is to build these ships and they say they 
are doing it. 

Now, I agree with Mr. Tollefson. Mr. Doub had no alternative. 
That was the letter. That was April 15. That was the transmittal, 
but now something else has come up. 

These people come here and say, “We did not cancel.” That is 
something for the court to decide. But they added something. They 
said, “Not only did we not cancel but the Government—and I say 
Government meaning Mr. Morse—knew that we did not cancel.” 

That is something entirely apart from the lawsuit in the southern 
district of New York. 

The Cuatrman. This witness cannot answer questions on that sub- 
ject. I want counsel to ask a few questions. 

Mr. Zinckxe. Mr. Doub, in the course of your statement, I believe 
that you stated that after the execution of the settlement agreement 
you had three functions left: one, to assure payment of the balance of 
the $7 million; the second to approve the Eeeckems: and the third to 
terminate the lawsuits. 

Mr. Dovs. That is correct. 

Mr. Zincke. Now, what was the last day approximately on which 
you completed those three functions ? 

Mr. Dovs. As far as approval of the directors was concerned ? 

Mr. Zincke. The latest date of any of the three. 

Mr. Dovs. I think the last approval as to that was January 29, 1958. 

Mr. Zincke. That was at the time that Mr. Stillman was approved on 
application of the Grace Bank, is that correct ? 

Mr. Dovs. That is correct. 

Mr. Zrincxe. What was the date previous to that on which you 
had acted on any one of those three matters? 

Mr. Dous. On October 3, 1956, the Department of Justice approved 
Captain Conway as a director and president of the corporations. 
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Mr. Zincxe. And except for the additional director, October 3, 
1956, was your last action with respect to settlement ? 

Mr. Dovs. That is correct. 

Mr. Zinxe. Now, except for the approval of Mr. Stillman, what if 
anything did the Department of Justice do with reference to this 
situation from October 3, 1956, to May 1, 1958 ? 

Mr. Dovus. Nothing. There was not any situation to be dealt with. 

Mr. Zincxe. There was no situation to be dealt with. 

Let, us take that for the moment. You have stated that you have 
read the transcript of these hearings. 

Now, in the course of these hearings, you will recall that testimony 
was offered to the effect that the alien who was involved in this 
matter throughout was actively negotiating or at least actively par- 
ticipating in negotiations with the Maritime Administration on at 
least two occasions; that he was attending board meetings of the 
American corporation on three or more occasions in which the funda- 
mental policy of this ship construction was discussed; that when 
the letter of cancellation, whatever effect it may have had, was to be 
sent to the Maritime Administrator, that prior to its transmission 
the alien was consulted and his specific approval of the transmission 
of that letter was obtained. 

Now, do you feel that there have been no developments in the 
situation in the light of that testimony ? 

Mr. Dous. Well, I did not know about that, Mr. Chairman, until 
I read it in the transcript of your committee hearings after the suit 
had been instituted. 

Mr. Zincke. So that for a period of about a year and a half you 
say that there were no developments. You mean you did not bother 
to find out whether there were any developments or not? Is that a 
more accurate statement ¢ 

Mr. Dous. No; I do not think that is accurate for this reason: As 
the litigating arm of the Government, we had settled this matter. 
We had settled this case. We had set up the trust and we had con- 
fidence in the trust provisions and in the integrity of the officers of 
the Grace National Bank. 

Mr. Zincke. Is it a fair statement that to some slight degree, at 
least, your trust has been misplaced ? 

Mr. Dovus. I am not prepared to make such a statement at this time. 

What I wish to do is to evaluate carefully the operations of the 
trust on the basis of the results of the extensive FBI investigation 
which is now going on and I would want to know far more than I 
know how. 

I was not, frankly, disturbed when I heard or read in the transcript 
of the committee hearings that Mr. Onassis had attended 2 or 3 
meetings this spring, although he had had, according to his state- 
ments, no contact with the trust for a year and a half prior to that 
time and he had not been consulted as to anything. 

Mr. Zrnxe. In fact, it developed that there was no reason to con- 
sult anyone because the directors were taking no significant action 
for that year and a half, is that not a fact ? 

Mr. Dous. Well, I do not know. They had paid off apparently 
$18 million of obligations. 

Mr. Zincke. Well, is it necessary to have a resolution of the board 
of directors to pay debts? 
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Mr. Dovus. They have apparently operated the ships most efficiently 
and successfully. 

Mr. Zincxe. Is it necessary to have a resolution of the board of 
directors in order to operate ships? Is that not what you have 
officers of the company to do 4 

Mr. Dovus. Well, the bank owns 75 percent of the stock of these 
corporations so there is no doubt that it has control. The bank also 
has 4 out of 5 directors who are independent American citizens and 
Mr. Onassis has only 1 representative on the board. 

Now, when the trust had this major decision to make on a problem 
confronting them by virtue of the distressed conditions in the ship- 
ping industry and a commitment to Maritime to spend $50 million 
in new construction, I can understand how the maker of the trust 
and the parent of the American beneficiaries of the trust, who was 
one of the most experienced men in the shipping industry, might 
want to sit in a few board meetings and hear the discussions, but 
there is nothing in the record to show that he influenced any decisions 
of the board on the record so far. 

Now, I would like to know more about that. I am hopeful that 
the FBI investigation will either show that he did influence it or 
did not. 

Mr. Zinckxe. Now, as the maker of the trust, the grantor, he had 
no legal status i. this situation at all, did he? 

Mr. Dovs. No. 

Mr. Zrncke. As the parent of the infant beneficiaries of the trust, 
he had no legal status in this situation at all, did he ? 

Mr. Dovus. No. 

Mr. Zincxe. And under the circumstances, as the third qualifica- 
tion which you ascribe to him as one of the most experienced shipping 
men in the world, he had that qualification at the time you indicted 
him; did he not? 

Mr. Dovus. Yes. 

Mr. Zinckxe. And he was indicted because of or in spite of that 
qualification ; was he not? 

Mr. Dover. In spite of, not because of. 

Mr. Totterson. Will the gentleman yield there ? 

Mr. Zincxe. Yes. 

Mr. Totiterson. Was he convicted under that indictment ? 

Mr. Dovus. The indictments against the individuals, including Mr. 
Onassis, were dismissed as Mr. Olney, then Assistant Attorney Gen 
eral in charge of the Criminal Division, testified. 

Mr. Totiterson. Now, will the gentleman yield for another ques- 
tion ? 

Mr. Zincke. Yes. 

Mr. Totierson. Did Mr. Onassis or his companies own any stock 
in Victory Carriers? The trust had 75 percent of the stock in Victory 
Carriers. 

Mr. Doun. Yes. 

Mr. Totiterson. Who owned the other 25 percent ? 

Mr. Doun. The other 25 percent is owned by a Panamanian com- 
pany called Ariona, which the Department of Justice has always 
believed was controlled by Mr. Onassis, and Mr. Onassis testified 
here that he did control it. 





ha 


th 
ar 
ru 
bi 
ti 


W 


he 
fe 


of 


ve 


se 
SO 


id 


m 
D- 
mn 
st 
is 
it 
it 
1S 


TRADE-OUT AND BUILD ACTIVITIES OF ONASSIS COMPANIES 301 


Mr. Totterson. What if Mr. Onassis had given the trust some good 
advice and the trust had ignored it? Would it be functioning 
properly even if he had no legal status ¢ 

Mr. Dovs. Well, if the failure to follow his advice resulted in sub- 
stantial losses to the trust, I suppose the American beneficiaries might 
have had a suit to surcharge them if the trustee had been negligent. 

Mr. Totterson. That is all. 

Mr. ZeLtenko. Will the gentleman yield ? 

I think you gave him some legal status which is a little unusual. 
Under the trust ‘he pays the trustees. 

Mr. Doun. The compensation agreement, as I recall it, provides that 
the Grace National Bank will receive compensation of $50,000 a year 
and then it may apply to him for additional compensation if they 
run into extraordinary services that require additional compaedelhean 
but there is no obligation on his part to pay any additional compensa- 
tion. 

Mr. ZeLenNKo. We had testimony here just last week from the treas- 
urer of this whole operation. He says Mr. Onassis pays the trustees, 
he pays them everything. 

Is that something you people should have looked into, because we 
feel that the man who controls the purse strings controls the operation. 

Mr. Becker was here last week and he said that. 

Mr. Dovun. I would like to comment on that. 

Mr. ZeLenko. He said that Mr. Onassis paid the trustees everything. 
Is that not what he said? He paid them ever vtl ing? 

Mr. Dovun. I see no objection to that. 

If I believed that, I would believe, Mr. Zelenko, that you are a tool 
of anybody who contributed to your political campaigns, and I do not 
believe that and I do not believe you do. 

Mr. ZeLENKO. Don’t damn me with faint praise because I may do 
it directly with you, sir. I tell you I resent that. I am quoting from 
testimony. That is that Mr. Becker, who supposedly testified from 
his written records, said that the trustee had been paid in the entirety 
by Mr. Onassis. That is what he told us. 

Mr. Dour. This Grace bank has assets of $207 million. 

Mr. ZeLenxo. I do not care what they have. I am asking you—— 

Mr. Doun. 8207 million. 

Now the idea that this substantial national bank would be influenced 
in its policies by these comparatively small payments—and TI say small 
in terms of its income—is Just unbeliev: ible. 

Mr. ZELENKO. Some people may be influenced by vicuna coats. I 
don’t know. I frankly do not know. 

Mr. Doun. Well, the compensation here is not being paid to an 
officer of the bank. It was being paid to the bank, which has assets 
of $207 million. 

Mr. ZELENKo. My point is this, Mr. Doub: 

According to W hat vou told us and according to mv original reading 
of the trust, the provision was that if there is extra work on the part 
of the trustee, then Mr. Onassis pays the extra amount, but, last week, 
Mr. Becker told us—and I think. counsel, that IT am right—that the 
trustee had been paid entirely by Mr. Onassis. That is what he said. 
Do you not think that that is something you should look into, because 
that would be a violation of the trust, would it not ? 
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Mr. Dovs. I would want to check the trust over. I have not done 
that for that purpose. 

Mr. Ze_enkKo. I yield back to counsel. 

Mr. Zinckxe. Mr. Doub, you said that the bank would not be in- 
fluenced by this compar: atively small amount of income by reason of 
this fee. Is it not a fact that the bank has ac quired several fairly 
substantial accounts from the various companies in connection with 
the operations of this trust? Do you know? 

Mr. Dovs. I don’t know. 

Mr. Zecenxo. If they had, that would be an inducement; would it 
not ? 

Mr. Zrncxe. You have further stated in your answer to Mr. Tol- 
lefson’s question that if the alien had given good advice to the trus- 
tee and the trustee had ignored it, that the trustee might then be open 
to a surcharge. 

Mr. Dovs. If it were negligent; only if it were negligent. 

Actually it is not a question of advice. 

Mr. Zincxe. Would the failure to accept good advice constitute 
negligence? This is the first time the word “negligence” has come up. 
You answered the question to the effect that if they had disregarded 
good advice they could be surcharged 

Mr. Dovus. I used the word “negligent” in answering Mr. Tollef- 
zon’s question, too. 

The point is that mere advice is immaterial. I suppose the maker 
of any trust or the parent of any beneficiaries may make suggestions 
to a corporate fiduciary in the case of an inter vivos trust, and it is 
done all the time, and I am not concerned with whether that occurred 
here. Iam interested in control, who controls these ships, these ship- 
owning corporations. 

Mr. ZincKe. What do you mean by “independent” 

Now this trust established control in the Grace National Bank by 
virtue of its 75 percent stock ownership of these companies, and the 
election of 4 out of 5 independent directors. 

Mr. ZincKke. What do you mean by “independent” ? 

Mr. Dovs. Well, they are independent of Onassis. 

Mr. Zincke. That is not the question under discussion. One of 
them is the president of the Grace National Bank, is he not? 

Mr. Dous. That is right. 

Mr. Zrncxe. And if there is any influence on the Grace National 
Bank, presumably there would be influence on its president. 

Mr. Dovs. I know at this time of no— 

Mr. Zincxe. That is a reasonable assumption. 

Mr. — I know of no such influence. 

Mr. Zrncxke. Is it not a reasonable assumption that if there is in- 
fluence upon the Grace National Bank that there would be influence 
upon its president ? 

Mr. Dous. Yes. 

Mr. Zincxe. And under the circumstances if there were such in- 
fluence, then you could not characterize that particular director as in- 
dependent, could you? 

Mr. Dovs. It depends what you mean by the word “influence”. I 
have heard nothing so far to suggest that Mr. Onassis has directly or 
indirectly controlled the Grace Bank. 
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Mr. ZinoKe. Place any definition you wish on it. The point is, Mr. 
Doub, that, in view of the fact that the Grace Bank is so conscious 
of the possibility of being surcharged for any action that it might 
take, that Tinsley Ray, the vice president, who incidentally is re- 
ceiving a salary from Victory Carriers as secretary, frankly stated 
that they had consulted and would consult the alien in advance of tak- 
ing action, based solely upon their fear of a surcharge. 

Now, if they are acting under the fear of a surcharge, does that not 
tend to indicate a degree of influence ? 

Mr. Dovs. Well, if so, it is absolute ‘ly inherent in any trust whether 
it was the Grace Bank or whether it is the Chase Bank or whether it 
is the National City Bank. 

Mr. ZeLtenKo. And, knowing that that is inherent in the trust and 
that there would be a possibility of influence between October 3, 1956, 
and May 1, 1958, you took no steps whatsoever to ascertain what was 
happening in this entire situation ? 

Mr. Dous. The only means that the Department of Justice has of 
investigating the operation of this trust would be to launch an FBI 
investigation. In other words, the FBI is the investigative arm of 
Government. 

Now, no facts had come to my attention which justified me in start- 
ing an FBI investigation, which could be quite onerous as far as the 
corporations and the trust was concerned, prior to the time that I ac- 
tually directed that such an investigation be made. 

Mr. ZetenKo. And you directed such an investigation be made 
after Mr. Morse requested you to start a lawsuit ? 

Mr. Dovus. After I received a copy from Mr. Morse of this letter 
which we interpreted as repudiating its contract with Maritime. 

Mr. ZeLENKO. In any event, you did not do anything until Mr. 
Morse got in touch with you ? 

Mr. Dovs. I did not start an FBI investigation prior to that time. 

Mr. ZeLeENKO. You did not do anything. 

Mr. Dovs. There was nothing else that we could have done. 

Mr. ZeLenko. I read to you from page 395 of last year’s hearings 
your statement: 

Well, I wrote the Grace Bank and I told them that the provisions of this 
trust agreement would not immunize them from any liability if there was any 
frustration by them of the purposes of this trust and, if we found that there was 
not meticulous compliance with its purposes and its provisions, that the De- 
partment of Justice would certainly take aggressive action, I assure you. 

Mr. Dovs. And prior to the time when I acted in this matter in 
May of 1958, I had never heard the slightest possibility or suggestion 
that there had not been meticulous ¢ omplianc e with the provisions of 
the trust, and it may be that this investigation will show there has 
been meticulous compliance. 

Mr. ZeLeENKO. What efforts had you made to find out whether the 

rovisions of the trust and the provisions of the settlement were 
hae complied with ? 

Mr. Dous. Well, there were no efforts that could have been made. 

Mr. ZeLEnKO. No efforts were made, were they ¢ 

Mr. Dovus. No, and there was no effort that could be made except 
to start an FBI investigation. In other words, let me say this: 

If you are suggesting that the Department of Justice should have 
kept the FBI sitting in the offices of the Grace Bank and these ship- 
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owning corporations from the time the trust was created, peeking over 
the shoulders of its officers and directors, I can tell you that we never 
would have done that. 

Mr. Zetenxo. All I am doing is quoting your own testimony— 
if there was any frustration by them of the purposes of this trust and, if we found 
that there was not meticulous compliance with its purposes and its provisions, 
that the Department of Justice would certainly take aggressive action * * *. 

You did not say that you could only do it by a full-scale investigation 
of the FBI, did you? — You simply indicated that you were going to 
follow this situation through. 

You tell us now—— 

Mr. Dous. I have done exactly what I told the committee that I] 
proposed to do, in the language which you have just read to me, sir. 

Mr. ZeteNKo. You told the committee last year that you would not 
take any steps whatsoever unless and until some other department of 
Government prodded you into action. That is what you told the com- 
mittee last year. 

Mr. Doun. We were not prodded into action by Maritime. Mari- 
time didn’t even suggest an FBI investigation. 

Mr. ZeLtenKo. You completely forgot this whole situation until you 
received a letter from Mr. Morse, did you not ? 

Mr. Dovr. No. 

Mr. Zetenko. What constituted your remembrance of it since you 
did nothing whatsoever about it ? 

Mr. Dovs. There was nothing to be done prior to that time. 

Mr. ZeLtenko. You say there was nothing to be done in spite of the 
fact that an alien was in and out of all of these transactions? Do you 
not think that that merited at least a cursory examination by you of 
the sitution? 

Mr. Dous. Well, if the noncitizen, Mr. Onassis, was in and out of 
the matter, in and out of the Grace Bank during all of this time, which 
is directly contrary to his testimony, but if it were so, we had no in- 
formation about. it. 

Mr. ZeLenko. My dear sir, you read his testimony before this com- 
mittee. You read the testimony of Captain Conway, and you read the 
testimony of Mr. Morse, did you not ? 

Mr. Dovn. I did. 

Mr. Zevtenko. And the testimony was that he was in and out of the 
situation, that he appre ared in Washington. 

Mr. Dovn. No, it is not. That is a pretty inaccurate statement. 

Mr. ZELENKO. That he participated, I withdraw the words “in and 
out” and say that he participated in the discussions and the negotia 
tions leading up to the letter of default on this contract. That is a 
more accurate statement and is a correct one. 

Mr. Dour. I will make a still more accurate statement. 

He testified that he had no relationship to this matter at all during 
the first vear and a half after the trust was set up: that he was not 
consulted by anybody and he didn’t volunteer any suggestions; that 
he was not 

Mr. Zetenko. And 

Mr. Dovus. Let me finish—that it was not until April that he at- 
tended several meetings of the board when they were discussing. 

Mr. Zetenxo. That is April 1958, you are talking about? 
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Mr. Dovs. Yes, March and April 1958, when he attended several 
meetings of the board and they were discussing the shipbuilding 
contract. 

Mr. Zincxe. And he testified that he was in Washington on Febru- 
ary 26, 1958, didn’t he? 

Mr. Dovs. And in May 1958, we started an FBI investigation. 

Mr. ZELENKO. Will counsel yield? 

Mr. Zinckxe. After Mr. Morse made you do it. 

Mr. Dovus. He didn’t make us do anything. 

Mr. Zetenko. According to what you read on his testimony, he did 
not do anything for a year and a half from August 10, 1956. Right? 

Mr. Dous. That is what he testified to. 

Mr. ZELENKO. Do you know that that is inaccurate ? 

Mr. Dous. No. 

Mr. ZELENKO. Do you know that you should have known that that 
is inaccurate ? 

Mr. Dous. No. 

Mr. ZeLenKo. Well, I will show you. We have something here 
dated May 9, 1957. Does that date ring a bell with you? 

Mr. Dovs. No. 

Mr. Ze_enko. All right, I am going to read it to you. 

Consent Waiver, Trust Agreement— 
dated as of August 10, 1956, and it is dated May 9, 1957— 
between Aristoteles S. Onassis and Grace National Bank. Aristoteles S. Onassis, 
grantor under the trust agreement referred to above, hereby consents and agrees 
that he will refrain from exercising any power in revoking said trust agreement, 
anything therein to the contrary notwithstanding, if such revocation would result 
in a breach of any of the conditions contained in any agreement or agreements 
relating to the transfer of the 14 vessels designated in United States Maritime 
Administration contract No. MA-—1439 to Liberian registry and ownership. 

(Signed) 
ARISTOTELES 8, ONASSIS. 
. Accepted : Grace National Bank of New York, trustee aforesaid, by E. Tinsley 
Ray. 

Does that refresh your recollection or is this entirely new material 
to you? 

Mr. Dovs. Well, there is nothing in that relating to attempting to 
influence the trustee. 

Mr. Zetenxo. Sir, we are talking about whether he did anything 
in regard to the trust. 

Now I know what the question was, Mr. Doub, and so do you. Iam 
not talking of influence. Counsel was just talking about anything 
for the year and a half. This is something, it is not? 

Mr. Dovs. Well, it is something that was required by Maritime in 
connection with the amendment No. 1 of its contract with these 
corporations. 

Mr. ZELENKO. Well, it was a little more, was it not? This is sup- 
posedly an amendment of the trust agreement which you were so 
proud of and which you helped to draw. 

Mr. Dovs. No; it was not an amendment. 

Mr. ZeLENKO. What is that? 

Mr. Dovs. It was not an amendment. 

Mr. ZELtENKO. This is not an amendment? 

Mr. Dovs. No. 
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Mr. ZetenKo. Then let me tell you you disagree with Mr. Tinsley 
Ray, with Mr. Onassis, and every other witness that was here. I am 
happy to tell you and find that you agree with us that this is not an 
amendment. 

Mr. Dovs. Your recollection is faulty. They all testified it was not 
an amendment. 

Mr. Zinckxe. What is it, then ? 

Mr. ZELENKO. It is not an amendment, or is an amendment—it is 
something that Mr. Onassis did in regard to the trust. 

Mr. Dovus. Well, he was required to do it by Maritime. 

Mr. ZeLENKO. Sir, did you ever hear of this paper, or see it, the orig- 
inal of it, before I read it to you today ? 

Mr. Dovs. Yes. 

Mr. ZetENKO. When? 

Mr. Dovs. It was one of the papers which we received from Mr. 
Morse at the time he sent over the contracts in connection with the 
institution of the suit. 

Mr. ZeLENKO. In May of 1958? 

Mr. Dovs. Yes; May 1, 1958. 

Mr. Zecenxo. A year after this? 

Mr. Dovus. Yes. 

Mr. ZretenKo. Now, Mr. Morse testified last year fully that any- 
thing to do with the trust was a Department of Justice matter. You 
say that you did not see this or hear about it until 1 year later after 
he sent you all these papers to start a lawsuit this year. 

Mr. Dovus. Yes. We didn’t receive that from Maritime until May 
1958. 

Mr. ZetENKO. Well, that shows that Mr. Onassis did act in some way 
which was important in regard to the trust. This paper, regardless 
of the particular import, did deal with the trust, did it not, from what 
I just read? 

Ir. Dous. Yes. He was required to sign that by Maritime. 

Mr. ZeLtenxKo. And you have just told counsel that Mr. Onassis did 
not do a thing for a year and a half. Yet you knew about this. You 
knew about it in May of this year. 

Mr. Dous. Well, your counsel and I were both talking about what, 
if anything, Mr. Onassis had done to attempt to influence the Grace 
Bank. This has no relationship to the subject that counsel and I were 
discussing. 

Mr. ZELENKO. I believe it has. 

Would not this paper be something that you and your Department 
would be interested in if it had come to your attention? 

Mr. Dovus. Yes; we were very much interested. 

Mr. ZeLenKO. Well, if it had come to your attention a year ago, 
would you have been interested in it? 

Mr. Dovs. Yes. 

Mr. ZetenKxo. Do you not think it was the duty of Maritime to turn 
that over to you at the time they received it ? 

Mr. Dovs. I think they should have sent it to us; yes. 

Mr. ZetENKO. Surely. 

The Cuarrman. As I understand it, you are having this FBI in- 
vestigation as to whether Onassis has had any dealings with this trust 
beyond those granted in the trust. 

All this will come up then, will it not? 
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Mr. Dovs. That is correct. 

Mr. Zinckxe. Now, Mr. Doub, you stated as one of the points that 
you covered, that you approved the directors of the companies. Did 
you also approve the officers of the companies ? 

Mr. Dovs. Only the president. 

Mr. Zincxe. And were you aware of the identity of the officers of 
the companies ? 

Mr. Dovs. I did not know that Mr. Cokkinis was a vice president 
until it was developed in the committee’s hearings last month. 

Mr. Zincxe. And he was one of the gentlemen that you had indicted 
and that had been let out on a technicality of testifying before the 
grand jury? 

Mr. Dovus. He was one of the individual defendants who was in- 
dicted but I would prefer to stand on Mr. Olney’s testimony as to why 
those indictments were dismissed rather than the statement you just 
made. 

Mr. Zincxe. I will stand on Mr. Olney’s testimony also. And Mr. 
Becker, the treasurer of the company, is in the same situation, Mr. 
Harold Becker? 

Mr. Dovus. I donot know. I just cannot recall about him. 

Mr. Zincxe. And you did not bother to check up. 

Now, with respect to the item 1, you said that you were interested 
in the payment of the balance of the $7 million to the Government. 

What assurance of payment did you have at the time that this set- 
tlement agreement was entered into 

Mr. Dovs. Well, the settlement agreement provided that we would 
be given bills of sale on the ships so our security for the deferred 
payments were the ships themselves. 

Mr. Zincke. Which were heavily mortgaged at that time? 

Mr. Dovus. Yes. So we held, in effect, liens on those ships until after 
all the payments were received. 

Mr. Zincke. That was your assurance of payment? 

Mr. Dovs. That is right. 

Mr. Zrncxe. And were you aware, did your Department check at 
that time to find out that there was a deficit in the net worth of the 
various companies amounting to $3,508,000 ? 

Mr. Dovus. We knew of the indebtedness these shipowning cor- 
porations had. As a matter of fact, you will find it mentioned in the 
press releases of the Attorney General in connection with the settle- 
ment and the trust agreement. 

But our interest was in one thing, as I have testified, and that is 
assuring that there was no future control of these companies by a 
noncitizen. In other words we were looking: 

Mr. Zincxe. You were not interested in the money. 

Mr. Dovus. We were looking 

No, I am talking now about a different thing. I have already 
testified 

Mr. Zincxe. Let us talk about the money. 

You were not interested in the money because you did not check 
the financial condition of the companies at that time? 

Mr. Dovs. Yes, we did, and I just testified. 

Mr. Zrincke. And you found out that they were three and a half 
million dollars in the hole ? 
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Mr. Dovus. I do not recall that but in any event we obtained our 
money. 

Mr. Zincke. Because of improved shipping conditions, is that not 
a fact, because Mr. Nasser closed the Suez? 

Mr. Dovun. No, as a matter of fact on the 7 million, under the 
settlement agreement not only were the shipowning corporations 
liable for these payments aggregating $7 million but also Mr. Onas- 
sis, also a number of other individuals that are specified as parties 
to the settlement agreement. 

Mr. Zincke. Were they primarily or secondarily liable / 

Mr. Dous. They were all jointly and severally liable. 

Mr. Zincxe. And no effort was made to collect any part of the 
payments from Mr. Onassis or any of the other aliens, was it? 

Mr. Dous. Well, we were indifferent as to who paid just so the 
United States received the $7 million, and we received it. 

Mr. Zincke. And you chose to proceed on liens against the Amer- 
ican ships and the American companies rather than against the 
alien, is that correct ? 

Mr. Dous. Well, we did not have to proceed against any one 
because the payments were always made as scheduled, so we took 
no action against anyone. 

Mr. Zincke. You did not care whether it was the American ships 
that were burdened with this or somebody else was burdened / 

Mr. Dovus. We burdened everybody. 

Mr. ZeLeENKO. Will counsel y ield for a question ? 

The Cuairman. The House is in session. 

Mr. ZeLenko. Mr. Doub, I have just a question or two. 

Mr. Onassis, when he was here, said that in regard to the settle- 
ment he was not interested in build-and-trade-out, that that build- 
and-trade-out was injected by the Department of Justice and by 
other people. 

You testified that he was anxious to have the build-and-trade-out. 

He testified quite fully that he was not interested in it at all. 

Can you give us a brief version of it? 

Mr. Dovs. Your recollection is faulty on that, Mr. Zelenko. 

Mr. Onassis and Mr. Ross and Captain Conway all testified—I do 
not know about Conway but Ross testified as well as Onassis that 
they had had negotiations and also Mr. Cunningham testified to 
the same thing. 

They all testified that they had had some negotiations, before this 
trust agreement was set up, with Maritime for a trade-out-and-build 
program. 

Mr. ZeLenKo. Yes. 

Mr. Dovrn. And Mr. Onassis was anxious that the Grace Bank 
and the shipowning corporations proceed with the negotiations, con- 
tinue negotiations with the Maritime in the hope that it would result 
in trade-out-and-build contracts. 

Mr. ZeteNnxKo. I will accept your version. 

Now I want to ask you one question. You told us last year, and 
you have told us this year, that the part of the settlement, the biggest 
part of it outside of the money that the Government was interested 
in, was to create American control, and you said we did not want to 
let him sell it to an individual because that might be a phony, we did 
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not want an individual to buy it because that might be a phony, so 
we decided we would have a trust. 

Should not that have been the end of the Department of Justice 
interest once the Grace Bank was made trustee? Why, then, did 
you incorporate Mr. Onassis’ desires and his anxieties for build-and- 
trade-out into a trust which was no business of the Department of 
Justice in that settlement? All you were interested in was the trust. 
If they wanted to build-and-trade-out later, they could have done 
it outside of the trust. But you said, and now I take your version, 

you followed his suggestion, his advice, his anxiety, whatever he had 
in that respect and you, the Department of Justice put into the trust 
something which was no part of the settlement. 

Let me tell you why, if I may. 

I read from the same release that you say Attorney General 
Brownell issued in discussing this settlement. He said: 

Meanwhile, as operating vessels they furnish employment for American 
seamen which would not be the case were they added to the laid-up reserve 
fleet, assuming the Government was successful in this litigation. 

Now, why put in build-and-trade-out and transfer to foreign flag 
when it had no part in the settlement because even the Attorney 
General said in his release he wanted it to go under American flag 
and you say it was Onassis’ idea to put it into the trust and you 
did it. 

Why did you do it with a man who had just come out of an in- 
dictment, a man that you said, a man that you thought, and we will 
explore that at a future time, had evaded the law ? 

Why did you, the Department of Justice, put his suggestions in 
a trust when you will agree that it was entirely unnecessary to 
settle the case ? 

Mr. Dovus. Well, we did not put those provisions in the trust 
agreement. They were put in by counsel for Mr. Onassis and then 
were accepted by counsel for the Grace Bank. 

Mr. ZeLtenKo. Mr. Doub. 

Mr. Dovun. Wait a minute. 

Mr. Zevenko. Last year you took full responsibility for the trust, 
in your own words. 

Mr. Dovus. Wait a minute. 

No, I testified then and I testified this morning and I am about 
to reiterate it—— 

Mr. ZetenKko. Do you deny that you say you took full respon- 
sibility? I will read your testimony. 

Mr. Dovs. I took full responsibility for passing on the trust from 
one point of view. In other words, I evaluated each provision in 
the proposed trust agreement from one point of view and one point 
of view alone, because that was the only right the Department of 
Justice had under the settlement agreement: Did it vest American 
citizenship control of these shipowning corporations in an American 
citizen ? 

And in my judgment, while I did not initiate article seventh to 
the provisions of which you are referring and did not propose thetn, 
I did not disapprove them because I did not feel that it affected or 
prejudiced in any way the American citizenship control of these 
companies. 
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Mr. Zevenko. Did you not at any time, when you approved these 
suggestions of Mr. Onassis, which we concede had no part in the trust, 
that Mr. Onassis had been a prior client of Mr. Brownell’s law firm? 
Did you know that at that time? 

Mr. Dovus. No. 

Mr. Zecenko. Did you ever find that out ? 

Mr. Dovs. In reading the testimony here, I noticed that Mr. Onas- 
sis testified that Mr. George Lord of the law firm of Lord, Day & 
Lord, to which Mr. Brownell had belonged before he became At- 
torney General, had done some legal work for Mr. Onassis, I think 
in 1948, but that law firm, as I recall Mr. Onassis’ testimony, had not 
represented Mr. Onassis since that time. 

Mr. ZeLeENKo. We know that. 

Mr. Dovus. Also that law firm had not participated at all and had 
no relationship to the litigation brought by the Government, civil or 
criminal, against Mr. Onassis nor with the settlement. 

Mr. Zecenxo. Outside of your explanation, my interpretation may 
be different. I just want to ask you this again. You answered the 
question. You said you did not know at that time that Mr. Brown- 
ell’s law firm had represented Mr. Onassis in the same matter prior 
to that time. That was an answer. 

Mr. Dovus. Wait aminute. Wait a minute now. 

You said “in the same matter.” 

Mr. ZeLenKo. Matter. 

Mr. Dous. In the same matter. 

Mr. Zetenko. That is right. 

Mr. Dovs. I do not understand now that that law firm had ever 
represented Mr. Onassis in the same matter that we have been dis- 
cussing here today. 

Mr. ZetenKko. Not manner, matter. 

Mr. Dovus. I say matter. 

Mr. Zecenxo. All right. Your understanding may be different 
than mine. I may subsequently agree with you, depending on future 
testimony. 

Mr. Dous. They represented him in a different matter in 1948. 

Mr. ZetenKo. All right. I have just one more question, Mr. 
Chairman. 

I just want to get this thing summed up. At the suggestion, the 
advice or the persuasion of Mr. Onassis and his lawyers, there was 
put into this trust agreement although it was no part of the settle- 
ment, the elements of the build and trade out, and you approved it 
and took full responsibility for the trust? 

Mr. Dovs. I did not disapprove it for this reason: All it permitted, 
all it authorized the Grace Bank and the shipowning corporations to 
do was to apply to Maritime, and the mere filing of an application 
with Maritime is a right of any other American citizen. 

Mr. ZetenKo. That is right. 

Mr. Dovs. Maritime could have disapproved their application as 
far as I was concerned. That would not have disturbed me at all 
because you will find the record will show that the Department of 
Justice never at any time attempted to influence this independent 
agency, Maritime, in approving or disapproving that application. 
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Mr. ZeLtenKo. Well, if you disapproved it they would not even be 
able to pay ~_ fine, would they ? 

Mr. Dovs. I do not know what you mean by that. They had paid 
the criminal fines back in December 1955. 

Mr. ZeLENKO. I am talking about the penalty, the $7 million, and 
if you had not worked it out the way Onassis wanted it, they could 
not pay the $7 million. 

Mr. Dous. Of course, they could have paid it. Asa matter of fact, 
there was never any question in my mind that we would have received 
the $7 million whether there was a trade-out-and-build program or 
not. 

Mr. ZELENKO. One thing more. You agree, do you not, you agreed 
last year that the settlement in court did not require a ‘build-and- 
trade-out program. 

The trust merely was to put it in the hands of American citizens 
and, summing up what you have just said, after persuasion and sug- 
gestion by Mr. Onassis’ lawyers, the build and trade out was put into 
the trust and you “did not disapprove it.’ 

Mr. Dous. Well, there were no trade-out-and-build contracts em- 
bodied in either the settlement or the trust agreement.. As a matter 
of fact, the contracts for trade out and build were dated in January 
1957, 1 year after the settlement and 6 months after the trust. 

Mr. Zetenxo. Mr. Doub, I do not want to go into last year’s testi- 
mony, but I respectfully ask you to read your own testimony which 
is replete with elements of build and trade out and you told us last 
year you even got figures for the ships for Mr. Onassis’ lawyer. 

The Cuamman. We will have to adjourn. 

Thank you very much. 

(Whereupon, at 12:30 p. m., the hearing was adjourned, subject 
to the call of the Chair.) 





STUDY OF TRADE-OUT AND BUILD ACTIVITIES OF 
ONASSIS COMPANIES 


TUESDAY, JULY 22, 1958 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE OF THE COMMITTEE 
On MercHant Marine AND FISHERIES, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to call, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 

Present: Representatives Bonner (presiding), Kluczynski, Zelenko, 
Tollefson, and Allen. 

Also present: Representatives Van Pelt, Mailliard, and Dorn. 

Staff members present: Bernard J. Zincke, counsel; Robert H. 
Cowen, assistant counsel; and William B. Winfield, chief clerk. 

The CHarrMan. The committee will come to order. 

Mr. Brownwell, will you be sworn. Do you swear the evidence you 
give in this hearing shall be the truth, the whole truth, so help you 
God? 

Mr. Browne tu. I do. 


TESTIMONY OF HERBERT BROWNELL, JR., FORMER ATTORNEY 
GENERAL OF THE UNITED STATES 


The Cuatrman. The hearings this morning are a continuation of 
the study of the Onassis transactions. 

The witness before us is Mr. Herbert Brownell, Jr., former Attorney 
General of the United States. 

Do you have a general statement, Mr. Brownell ? 

Mr. Browne tt. I do. 

The CHarrMan. You may proceed, sir. 

Mr. Brownetu. Mr. Chairman, gentlemen, your chairman advised 
me that during the series of hearings which the committee has been 
holding recently on the subject of administrative policies relative to 
the national defense reserve fleet vessel trade-ins and the so-called 
trade-out and build program, my name has been mentioned a num- 
ber of times in reference to my familiarity with and partie ipation in 
certain phases of the various transactions. He stated that it had 
been suggested that my personal appearance before the committee 
would be helpful in the committee’s inquiry into this matter. I appear 
here today in response to the chairman’s letter 

Preliminarily, I m: iy state I have never re prese nted Mr. Onassis or 
any of his companies. In fact, I never knew him or met him before 
or during the time I was Attorney General. 
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I have examined parts of the transcripts of the hearings which the 
chairman sent to me to familiarize myself with the references made 
to me and the law firm of Lord, Day & Lord and have prepared the 
following chronological statement by way of comment thereon. 

From 1948 to 1950, Mr. Onassis, on behalf of himself and certain 
shipping companies, from time to time consulted and received advice 
from Lord, Day & Lord (the late Mr. George DeForest Lord being 
the partner in charge) as to questions of interpretation of the Ship- 
ping Act of 1916, as amended, especially as to meaning of citizenship 
requirements thereof. 

In 1950, Mr. Lord died in February, and by June 1950 the firm 
ceased to give legal advice to Mr. Onassis or the shipping companies. 
At no time did the firm represent Mr. Onassis or any of the companies 
as general counsel. The firm did not advise Mr. Onassis or the com- 
panies at the time the applications were made to the Maritime Com- 
mission in 1951, upon which applications the later indictment was 
based. At no time did the firm represent Mr. Onassis or the com- 
yanies in the civil or criminal actions which were thereafter brought 
by the United States Government. 

In June 1951, and this I think already appears in your records, Mr. 
Chairman, the Secretary of Commerce forwarded to Justice Depart- 
ment a series of reports for consideration as to possible violations of 
shipping laws in connection with sale or resale of American ships to 
aliens. 

At that time the FBI investigation was instituted. 

In November 1951, the Department of Justice set up a special 
tanker unit. Then a year later, in November 1952, authority was 
granted to Criminal Division personnel to present to a grand jury all 
criminal matters relating to corporations and individuals in the so- 

called Niarchos group, the so-called Chinese group, and the so-called 
Onassis group. 

In December 1952, the Assistant Attorney General in Charge of 
Civil Division makes formal finding, according to the records, that 
probable cause existed for institution of civil forfeiture proceedings 
as to four vessels in the so- ‘alled Onassis group. 

That was the situation in January and February 1953, when I 
became Attorney General, having resigned as a member of the firm of 
Lord, Day & Lord, to accept the. Attorney Ge neralship. Mr. Warren 
Burger became Assistant Attorney General in Charge of Civil Di- 
vision and Mr. Warren Olney III became Ppt ant Attorney Gen- 
eral in Charge of the Criminal Division. Messrs. Burger and Olney 
automatically assumed full direction of the litigation and other mat- 
ters pending in their respective Divisions. (Mr. Burger thereafter re- 
signed to become a Federal judge and was succeeded by Mr. George 
C. Doub.) 

At all times thereafter until late in 1955, when recommendations 
for disposition of the civil and criminal cases were made by the Civil 
and Criminal Divisions, I took no part in the handling of these cases 
in the Department of Justice. 

Then in April of 1953, the program of seizure of Onassis ships com- 
mences. 

In October 1953, sealed indictments were returned by grand jury 
relating to so-called Onassis group, and in February 1954, sealed in- 
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dictment relating to Onassis group was unsealed. In November 
1954, civil suit against Onassis et al. commenced. 

In November and December of 1955, recommendations for disposi- 
tion of the civil and criminal cases involving the so-called Onassis 
group were made to the Attorney General by Messrs. Burger and 
Olney and were approved by me. 

I note here that longstanding regulations in the Justice Depart- 
ment required such submissions be made to the Attorney General in 
cases involving large sums, 

At that time, according to our practice, press release issued with 
respect to civil case and statement made in open court with respect 
to disposition of criminal case. 

And in 1956, recommendation from Assistant Attorney General 
Doub for final settlement with respect to Onassis trust indenture was 
made to the Attorney General and approved by me. Press release 
thereupon issued, 

In accordance with Justice Department practice, I was kept ad- 
vised from time to time as to progress of matters pending in the Civil 
and Criminal Divisions, including the above-mentioned shipping mat- 
ters. 

November 1957 was the time that I resigned as Attorney General 
and became counsel to Lord, Day & Lord. 

The Cuatrman. That concludes your general statement with respect 
to this transaction ? 

Mr. Browne. That is correct. 

The Cratrman. Mr. Zelenko? 

Mr. Zetenko. Mr. Brownell, in the second paragraph of your state- 
ment, I believe you said that you never represented Mr. Onassis or 
any of his companies. Now, at the time that Lord, Day & Lord gave 
him certain advice in regard to some tanker transactions, were you a 
member of the firm ? 

Mr. Brownewu. Yes. 

Mr. ZetenKko. And did you share in the fees ? 

Mr. Browne.u. Yes. 

Mr. Zetenxo. Would that not constitute a representation on your 
part of this chent? 

Mr. Brownevy. Well, there can be no question but what I was a 
member of the firm and to that extent responsible for any opinions 
given by the firm. 

Mr. Zetenko. I see. So that, when you stated just now that you 
had never represented him or any of his companies, you mean per- 
sonally ? 

Mr. Brownewu. As an individual, that is correct. 

Mr. Zecenko. But your law firm did and you shared in the fees 
received from Mr. Onassis? 

Mr. Browne.tu. That is correct. That is in 1948, 1949 and 1950. 

Mr. Zetenko. That would constitute representation on your part, 
would it not? 

Mr. Browne. It is generally accepted that any member of a law 
firm is responsible to the extent of being a partner in that firm for any 
act. of the firm. 

Mr. ZeLtenko. I see. So that would constitute your representation 
of Mr. Onassis at that time? 
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Mr. Browne tt. I tried to make it clear to the committee that as an 
individual I never represented him, that as a member of the firm of 
Lord, Day & Lord, our firm represented him in the years 1948 to 1950. 

Mr. Zetenxo. And at that time that your law firm was advising 
him you were aware of that fact, were you not, although you person- 
ally did not handle the matter? 

Mr. Brownew. That is correct. 

Mr. ZetenKo. You knew that he was in and about your firm for 
certain advice? 

Mr. Brownett. I knew he was a client. 

Mr. ZetenKo. Now, as you know, Mr. Brownell, this investigation 
stems from the so-called trust agreement which was drawn by the 
Department of Justice and Mr. Onassis’ lawyers as a result of the 
settlement of the civil and criminal cases. You are aware of that, 
are you not? 

Mr. Brownetx. The chairman sent me very kindly the transcripts 
of the previous hearings here the last few years so that to that extent 
I am aware of it. 

Mr. ZeLenKo. I see, and you were aware of it while you were acting 
as Attorney General ? 

Mr. Brownett. Not of these hearings, of course, but of the fact 
that the matter was in the Department, yes. 

Mr. Zetenxo. I see. Now, by the way, Mr. Doub who was the As- 
sistant Attorney General, who took over from Mr. Burger, told us last 
year that his trust agreement took into account all the prior civil and 
criminal activities or proceedings in the entire matter. Those civil 
and criminal cases were settled on December 21, 1955. That is the day 
that Mr. Krouse was one of your assistants? 

Mr. BrowNetu. He was in the Department of Justice. I have for- 
gotten what his title was. He was in the Criminal Division, I am 
quite sure. 

Mr. Zetenko. I see. Now, on that day, both the civil and criminal 
cases were disposed of, were they not ? 

Mr. Brownetz. That is my recollection. 

Mr. Zetenxo. Was that an unusaul procedure to settle both the 
civil and criminal cases at one time ? 

Mr. Browne tu. I wouldn’t think so. I would imagine that that is 
done, thinking of the antitrust cases, where it occurs more often than it 
does in any other division of the Department, I would say it depends 
on all the circumstances of the case. 

Mr. ZevenKo. I should like to indicate to you, to refresh you, the 
testimony of Mr. Olney, who was the Chief of your Criminal Divi ision, 
where he told us last year that it was unusual to settle both the civil 
and criminal cases at one time. Who supervised the settlement of these 
cases? Was it Mr. Krouse or Mr. Olney or Mr. Burger or yourself ? 

Mr. Brownett. You are speaking now of which date / 

Mr. ZeLenKo. Well, on December 21 of 1955. 

Mr. Brownett. Mr. Burger was in direct charge of the Civil Divi- 
sion then and Mr. Olney of the Criminal Division. 

Mr. Zetenxo. I believe that you have told us and the evidence be- 
fore the committee shows that both the civil and criminal cases were 
disposed of on the same day. 

Mr. Brownetu. That is my rec a tion, yes. 

Mr. ZetenKo. What is that, sir? 
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Mr. Brownetu. That is my recollection. 

Mr. ZeLtenxko. I call your attention, Mr. Brownell, to the release 
which you issued on that day, and this was put into the record last 
year by Mr. Doub. The newspaper release is dated December 21, 1955, 
headed, “The Department of Justice.” It appears on page 195 and 
196 of our testimony, and it is an official release under your name, and 
starts off : 

Attorney General Herbert Brownell— 
on page 196 is the following statement—it says: 

The civil litigation now being settled does not dispose of numerous criminal 
proceedings against the same corporations and individuals arising out of related 
transactions. 

That is contrary to what you have just told us, is it not? 

Mr. Browne.u. I would say not. 

Mr. ZeLENKO. Were not the criminal cases settled on the very same 
day, December 21, 1955? 

Mr. Brownetu. Well, it was an entirely separate proceeding and 
we had a regular procedure there in the Department to, at the time 
of settlements, announce them to the public and the Civil Division, 
from what you say, prepared and issued this statement under my name 
announcing the settlement of the Civil Division and then the Criminal 
Division’s statement was made in open court before the judge. 

Mr. Zevenko. I should like to first ask you, Were not the criminal 
cases disposed of on that day, December 21? 

Mr. Browneti. From what you say. 

Mr. ZELENKO. Were they / 

Mr. Browneti. From what you say, yes. 

Mr. ZELENKO. The criminal cases were disposed of ? 

Mr. Browne tt. I do not think there is any dispute but that they were 
done the same day. I think we have said that here several times. 
That is my recollection. 

Mr. Zetenko. Can you explain, Mr. Brownell, your statement to the 
American public at that time and to the press that 
The civil litigation now being settled 
which is December 1955 
does not dispose of the numerous criminal proceedings against the same cor- 
porations. 

Mr. Browne.u. Perhaps you do not get the picture there. 

The Civil Division had an entirely separate case from the criminal 
eases and they were in separate courts and the two were handled in 
the two different Divisions so that the settlement of the one would be 
entirely separate from the settlement of the other, so that I would say 
that that is an accurate statement that the Civil Division did not dis- 
pose of the criminal case and it would have been equally accurate to 
say that the disposition of the criminal case did not dispose of the civil 

ease. 

Mr. ZeLENKO. Did you intend to give the impression to the A meri- 

can people at that time that the criminal cases were still in existence? 

Mr. Brownety. No; I would think that the statement must have 
been reported in the same issue of the same papers because at least 
it was during the same day and they were both publicly reported. 
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Mr. ZetenKo. Did you issue any release in regard to the criminal 
case ? 

Mr. Browne. No; that was done by a statement in open court in 
the criminal case. That was customary. 

You see, the civil settlement was not made in open court whereas 
the criminal one was. 

I hope I make myself clear on that, Mr. Chairman. I do not quite 
get the drift of your line of questions. 

Mr. ZeLenKo. Well, the drift is this: It appears to me in my own 
opinion by the statement I just read that you wished to give the im- 
pression that you were settling the civil cases but not the criminal 
cases because you say that settlement does not dispose of them. 

Mr. BrowNnELL. Well, you are looking, as I see it, at only part of the 
picture. In other words, if you were, as 2 member of the public, read- 
ing your paper the next morning, you would have seen that both had 
been settled because they were ‘both done openly with public state- 
ments. 

Mr. ZELENKO. We will touch on that a little later. 

Mr. Browne. Fine. 

Mr. Zeten«Ko. I just wish to indicate to you now that not only Mr. 
Olney but Mr. Onassis and practically everyone that has testified 
before said it was all one package, the criminal and the civil cases. 

That is why I was confused when I read this release. 

Mr. Brownetu. I hope I have clarified it for you. 

Mr. Zevtenxo. I have here before me the statement made by Mr. 
Krouse in court, and I believe that that indicates that this was dis- 
posed of all at the same time, both civil and criminal. You say you 
did not wish to give the impression that the criminal cases were 
proceeding. : 

Mr. Brownetu. That the criminal cases were what ? 

Mr. ZeLtenKo. You did not wish to give the impression that the 
criminal cases were still in existence in spite of this statement. 

Mr. Brownetu. I would say from recollection that the purpose of 
that sentence would be to make it clear that this was a separate proceed- 
ing from the criminal or the tax or whatever other matters might be 
proceeding. 

Mr. Ze.tenxo. All right, sir. Now, there is another sentence in 
that release which interests us. 

Going ahead for a minute to the trust, which you know gave per- 
mission to transfer these vessels out to forei en flag, you know in the 
trust where it says they can transfer these vessels out to foreign flag 
and build ships in American yards in exchange? 

Mr. Browneti. Any questions would have to be directed to Mr. 
Doub. 

Mr. ZetenKo. You were in the office at the time. 

Mr. Browne tu. I was Attorney General at that time. 

Mr. ZetenKo. I would like to read this part of your release, as to 
the press, on the same day. 

You have been talking in the release of the fact that these vessels 
were laid up and you say, the settlement is a good thing and the 
Government has gotten great advantage out of it and then you say this: 


Meanwhile, as operating vessels they furnish employment for American sea- 
men which would not be the case were they added to the * * * reserve 
fleet * * * 
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Was it your idea to give the impression that as a result of this settle- 

ment that this would ; give employment to American seamen, that is, 
seamen on these vessels of Onassis? 

Mr. Browne tt. I would think the statement would speak for itself 
on that. I have no independent recollection. 

Mr. ZeLtenKo. That was your idea; was it not ? 

Mr. Brownewy. The release was prepared in the Civil Division 
and I approved it and believed at that time and still believe it to be 
an accurate statement. 

Mr. ZeLenko. I see. Had you ever issued any release subsequent 
tothat? That is, in August of 1956 when the trust agreement came 
into being and these vessels were transferred subsequently to foreign 
flag and the American seamen who were employed were dumped on 
the beach, did you ever then issue a release explaining that American 
seamen would not receive employment but were losing employment ? 

Mr. Brownetu. My recollection would be that the matter was out 
of the Department by that time and that that statement if it was made, 
would have come from the Maritime Commission. 

Mr. ZeL_eNnKo. I should like to refresh your recollection that all the 
testimony here, Mr. Brownell, has been that it not only was in the 
Department but our testimony shows here that it continued to be in 
the Department long after even up to the present time. 

Now, did you feel that this was a good settlement disposition of 
all these cases at that time, the Government receiv ing all that money, 
$7 million in fines? 

Mr. Browne. I had no reason to think it was not entirely in the 
public interest. 

Mr. ZetenKo. You felt it was all in the public interest ? 

Mr. Browne... Yes. 

Mr. Zevenko. That it had good fiscal advantage ? 

Mr. Brownett. Yes. 

Mr. Zetenxo. And that that was the best thing that could be done 
for the American people at that time, whom you represented, to settle 
these cases from the fiscal standpoint ? 

Mr. Browneti. Yes; I did. I received these recommendations 
from the men in charge and saw no reason to not approve them. My 
approval constituted really an evidence of my belief that they were 
good settlements. 

Mr. ZeLenKo. As a result of receiving these recommendations from 
your various assistants, you felt that this was the best thing to do, 
to take these fines, and you know, of course, that the case against Mr. 
Onassis personally was dismissed and the other individual defendants? 

Mr. Browne.u. Yes; I was aware of that at that time and I recall 
it now. 

Mr. ZetenKo. And it was a good disposition for the Government 
as a result of the recommendation of your assistants ? 

_ Mr. Brownety. If I had not believed it I wouldn’t have approved 
it. 

Mr Zevenxo. Mr. Brownell, there has been given to this committee 
a memorandum from the Department of Justice and this memoran- 
dum apparently was drawn up by Mr. Krouse. This memorandum is 
apparently addressed to you as Attorney General. 
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On the first page it says: 


Preliminary statement: The purpose of this memorandum is to comment on 
the trial strength and weaknesses of the above-captioned case— 
that is before the settlement. 

As we have just learned and we know, you felt that this was a great 
thing for the American people in getting a lot of money, $7 million, 
and the individual defendant, Onassis, was being dismissed. The 
corporations just paid small fines. 

Mr. Browne.u. Maximum fines. 

Mr. ZeLenKo. Well, whatever they were, about $100,000, which in 
these cases was practically nothing. 

Mr. Browne.u. That is the maximum amount allowed by the con- 
gressional act. 

Mr. ZeLtenxo. Let me read to you, sir, one of the statements in this 
memorandum of one of your assistants, Mr. Krouse. 

Mr. Brownetu. He was one of Mr. Olney’s assistants, was he not ? 

Mr. Zetenxo. If he is Mr. Olney’s assistant, he is yours, is he not? 

Mr. Browne tu. He was in the Department. 

Mr. Zetenxo. Is not the responsibility yours just the same as being 
part of Lord, Day & Lord? 

Mr. Brownett. I consider myself responsible in an administra- 
tive sense for everything that happened in the Department while I 
was Attorney General. 

Mr. ZevtenxKo. Let me read to you, Mr. Brownell, a statement by 
one of your own assistants, Mr. Krouse, and here is one of his state- 
ments. He says: 


There has been no direct pecuniary loss to the Government. 
This is in discussing these cases before the settlement. 


However, this weakness is more than compensated by the fact that the violation 
here goes beyond fiscal consideration. It is the purpose of the shipping laws 
to preserve an American merchant marine controlled by American citizens which 
would be available in time of war or national emergency. This purpose was 
thwarted in this instance by Onassis and the American citizens who sold their 
birthright for a mess of pottage and who connived with him to purchase these 
vessels under the misrepresentation that these companies were citizen controlled, 

In there he said that the violation goes beyond fiscal considerations. 

Were you familiar with this statement of Mr. Krouse? 

Mr. Brownetu. I do not know whether I ever saw that or not. 

Mr. ZevenKo. Well, do you not think that it was to your interest 
and the interests of the American people to know something like this, 
the opinion of the man in charge of the case or one of them? 

Mr. Browne t. I recall that he approved the way the case was 
disposed of. 

Mr. ZetenKo. I see. As a matter of fact, he was the gentleman 
that went into court on December 21, 1955, and told the court, in 
substance, that one of the reasons for the settlement of the case was 
the fact that the Government could not prove control by Mr. Onassis 
and that the Government therefore was getting a very good deal, that 
they had a weak criminal case. Was that the substance of what he 
told to the court ? 

Mr. Brownetu. Whatever he said I am sure he believed. 

Mr. ZetenKo. That was the substance, was it not ? 

Mr. Browne tt. I do not recall. 
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Mr. ZetenKo. May I indicate to you that what I tell you has been 
the statement of Mr. Olney, and I have here Mr. Krouse’s statement 
before the court. That is the man whose opinion I just read to you 
in your confidential memorandum and he tells the court : 


The Government is confronted by a serious legal issue in the interpretation of 
the word “control” as defined by section 2 of the Shipping Act. It is essential to 
the Government’s case that the United States Petroleum Carriers and Victory 
Carriers be proven to be under alien control. 


He says, and I skip two sentences or perhaps I had better read them: 


The Merchant Marine Ship Sales Act of 1946, under which the vessels involved 
in this indictment were obtained, required these defendant corporations to meet 
the tests of United States citizenship as defined in section 2 of the Shipping Act 
of 1916, as amended. One of these tests involves an interpretation of the mean- 
ing of alien control. In the absence of any precedent in a criminal case, this issue 
is too unsettled for the Government to predict with any certainty what the out- 
come would be on a trial of this indictment. 


That is the statement that he made tothe court. He says: 


In addition, the complexity of the case, together with the fact that a trial might 
well consume 6 months or longer, involving some 70 to 100 witnesses and some 
500 exhibits, constitute serious trial hazards. 

That is the statement he made to the court. 

By the way, he was acting under you. You were his boss at that time, 
were you not ¢ 

Mr. Brownetu. I was Attorney General then. 

Mr. ZeLenKO. This was an important case, was it not? 

Mr. Browne. Yes. 

Mr. ZeELENKO. You were familiar with it at that time, were you not? 

Mr. Browne. Well, in the way that you are familiar with one of 
the tens of thousands of cases that are within your jurisdiction, yes. 

Mr. ZeLtenKo. Let me read one of the statements that you sent an 
assistant into court to tell the court. He says: 

“In the absence of any precedent in a criminal case,” which means 
that there has not been any case like that before. 

Mr. Browne... That is your statement. 

Mr. ZeLENKO. In the English meaning. “The absence of any prece- 
dent” means that there has not been a case before, does it not? 

Mr. Brownetu. You mean on all fours? 

Mr. ZeLenxo. Yes. 

Mr. Browne ut. I would accept your statement. 

Mr. ZeLenko. There had been a case like that ? 

Mr. Brownetv. I would not know, offhand. 

Mr. ZELENKO. Did youever hear of the United States v. Philadelphia 
Marine? 

Mr. BrowneELL. Yes. 

Mr. ZeLenKo. A case which was tried in the District of Columbia? 

Mr. Brownewtu. Yes; I was a witness in that case. 

Mr. ZeteNKo. Was your office trying that case, prosecuting it? 

Mr. BrowneLu. No; not prosecuting it, defending it. 

Mr. ZetenKo. Your office was defending the United States v. Phila- 
delphia Marine? 

Mr. Brownetu. Well now, let me see if I have the right case. You 
had better give me a better description. 

Mr. ZeLen«Ko. I will give you the case in a moment. I have it here. 
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I just want you to get it straight. On December 8 of 1954, a case 
went to trial before Judge James R. Kirkland in the District Court 
for the District of Columbia. It was a criminal case and the name of 
the case was United States v. Philadelphia Marine. 

Mr. Browne... Now I identify it. 

Mr. ZeLENKO. Now this antedated the settlement. In that case 
these people, Philadelphia Marine and a man named Kulukundis were 
being put on trial for the very same thing that Mr. Onassis had been 
indicted for, the very same group of cases. In that case the testimony 
was that your office, Lord, Day & Lord, and you personally, had some 
time in 1948 advised these people, the Philadelphia Marine or Kulu- 
kundis or the whole group, on how to go about building these ships, 

Mr. Browne i. I remember the case. 

Mr. Zetenko. In this case when you were a member of Lord, Day & 
Lord, you personally were in charge of this matter. You, personally, 
had advised them. 

Now, these people went to trial. You then indicted them, as Attor- 
ney General, for the very thing you had advised them to do and in 
1954, on December 8, sometime during the course of the trial, the 
defendants subpenaed you as a witness for the defendant. Do you 
recall that ? 

Mr. Browne... I see a lot of misstatements that you have made. 

Mr. ZeLenKo. Will you tell me any of them, please ? 

Mr. Browne tt. Yes. In the Philadelphia Marine Corp. criminal 
case, I was subpenaed as a witness for the defense. 

Mr. Zectenko. This was while your own office was prosecuting ? 

Mr. Brownetit. While I was Attorney General. 

The reason for that was that I had prepared and given a legal 
opinion while I was in private practice as to the application of the 
citizenship requirements of the Shipping Act to the particular state 
of facts that was presented to us by our client, the Philadelphia Marine 
Corp. 

Of course, when I became Attorney General, the fact that I was 
Attorney General still did not relieve me of the responsibility for tell- 
ing the court in that case exactly what I had done because it was 
involved in the case. So I testified as to the preparation of the opinion 
and as to the meaning of my opinion and the jury acquitted the Phila- 
delphia Marine Corp. in that case. 

Mr. ZeLtenKo. Will you tell me, Mr. Brownell, what are the mis- 
statements that I made, because I do not want to make any. You just 
said I made some misstatements. Apparently you have said every- 
thing that I said but I would appreciate your telling me what mis- 
statements I made. 

Mr. Browne... I think the record will show that my statement will 
differ from yours in a number of respects. 

Mr. ZeLenxo. If I misstated something I would appreciate your 
calling my attention to it. 

Mr. Browne tt. If you are satisfied with my statement, let us leave 
it that way. 

Mr. ZeLenKo. I would appreciate if you would tell me in what way 
I misstated any of these facts, any particular. 

Mr. Browne... I noticed, for example, in one case you said I indicted 
them. I had nothing to do with the Government’s case there. 
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Mr. ZeLteNKo. You mean the Office of the Attorney General indicted 
them ¢ 

Mr. Brownetu. That is correct. 

Mr. ZeLENKO. You mean you, as Attorney General ? 

Mr. Browne. That is right; you have been very explicit this 
morning in making that distinction so I wanted to continue to make it. 

Mr. ZetenKo. You were very careful also in saying that you, as 
part of Lord, Day & Lord, did not personally advise them but shared 
in the fees. 

Mr. Brownetu. I think we will get along better if we try to be 
accurate. 

Mr. Totierson. Will you yield for a question ? 

Mr. ZetenKo. Yes. 

Mr. Toiierson. In the case of the indictment, does the Attorney 
General indict or the grand jury ? 

Mr. ZeLeNKo. You procure the indictment ? 

Mr. Brownetu. No, the grand jury brings the indictment. That is 
another of the things I should have brought out as being a misstate- 
ment on your part. 

Mr. ZeLeNKo. Do you mean that the grand jury on its own motion 
indicted these people, or did your assistants bring the evidence to the 
grand jury and then have the grand jury act upon it, Mr. Brownell’ 

Mr. Brownecu. Aren’t you a former assistant district attorney ? 
You know how it goes. 

Mr. ZeLeNKO. Will you answer my question and I will answer yours. 

Mr. Browne tt. It was done in normal course. 

Mr. Zetenko. I agree with you. I was assistant United States 
attorney, so we both know the practice. 

Mr. Browneti. Good. 

Mr. Zecenko. In this Philadelphia Marine case, you were subpenaed 
by the defendants. 

Mr. Brownetu. Let me say now, Mr. Chairman, if I may, too, 
another misstatement that I recollect in that original statement of 
Mr. Zelenko’s was that this was exactly the same situation as the 
Onassis case. Of course, these indictments depend on a factual situa- 
tion and no two cases are alike. 

Mr. ZeELENKO. Outside of the fact that some of the facts might vary 
slightly, the general principle of the indictments were the same; that 
is, “these people had claimed that they were citizens when they’ were 
not. They committed a fraud on the Government. 

Mr. Brownetu. One question of law as to the interpretation of the 
citizenship provision of the Shipping Act was involved in both cases. 

Mr. ZeELENKO. We come back now. So that, when Mr. Krouse told 
the court on December 21 of the absence of any precedent, there was 
some precedent, was there not, on the question of control ? 

Mr. Brownetu. Not that would favor the Government; no. There 
was a precedent against the Government. Perhaps if he wanted to 
lean over backward he would have mentioned the fact that there was a 
precedent against the Government, which would have made it harder. 

Mr. Zetenxo. The judge in that case sent the case to the jury and 
the jury acquitted the defendants. 

Mr. Browne. Yes. 
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Mr. Zevenxo. The judge in that case had ruled on what the mean- 
ing of the control was when he charged the jury so that there was 
precedent. 

Mr. Brownetyt. Against the Government. 

Mr. ZeteEnKO. Was the Onassis case stronger for the Government 
than the case where you were a witness for the Government or was it 
a weaker one ¢ 

Mr. Brownetu. I wouldn’t be able to answer that. 

Mr. ZetenKo. I can answer that because in the very memorandum 
that your assistant got out, one of the statements he makes is as follows, 
if you will bear w ith me for a moment. 

Mr. Brownetu. Oh, I will bear with you. 

Mr. Zevenxo. He talks of the Philadelphia Marine case and he 
says: 

In my opinion, the evidence in this case is much stronger than in the Phila- 
delphia Marine case. 

Does that refresh your recollection in any way as to whether or not 
you had a better case against Onassis than they had against the Phila- 
delphia Marine? 

Mr. Brownett. Well, the reason I could not answer that question 
is because I did not take part in the Onassis case. 

Mr. ZeLENKO. When you say “take part,” do you mean while you 
were in Lord, Day & Lord or while you were Attorney General ? 

Mr. Brownetu. While I was Attorney General. I merely approved 
the recommendations made by my assistants in whom I had full con- 
fidence. 

Mr. ZetenKo. I see. Without reading them. You approved the 
recommendations without reading them. 

Mr. Browneti. No; my practice was to read them and I presume 
I did in this case. 

Mr. ZevenKo. All right, sir. Let me read you something. Appar- 
ently now you are telling us that after having read the recommenda- 
tions, and I read from the Department of Justice memorandum. 

Mr. Brownetu. I don’t know whether I ever read that particular 
memo that you are reading from. 

Mr. Zetenxo. Well, this was submitted to you for you to decide 
what the Government was going to do with the case. Was not that the 
purpose of the memorandum ? 

Mr. Brownetu. I don’t know whether it was or not. The memo- 
randum would ordinarily have come from Mr. Burger or Mr. Olney, 
as the case might be. I cannot say for sure whether I read this 
particular memorandum but I have confidence in Mr. Krouse and did 
at the time as well as Mr. Burger and Mr. Olney. I do not want to 
imply anything to the contrary. 

Mr. Zetenko. I am sorry. Here is Mr. Krouse going into court 
on December 21, 1955, telling the court that there has not been a 
case like that before and that is why the Government is a little shaky, 
that they cannot prove control and that is why they are a little shaky, 
that is going to be a long trial and that is why it is a little shaky, and 
so the judge should throw out the criminal case. That is on Decem- 
ber 21, 1955. 

Let me read you what your memorandum says about whether this 
was a good case or not and this was drawn by the very person who 
later went into court under somebody’s orders. 
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Here is what he says. In the first 12 pages he summarizes the evi- 
dence and these are his conclusions. He says: 

Proof of the foregoing facts will be established by a large mass of documents 
consisting of Maritime records, records of the companies, the banks, Metropoli- 
tan Life Insurance Co., Socony-Vacuum Oil Co., and Simpson, Spence & Young, 
together with the testimony of persons connected with the companies, former 
employees thereof, Government officials, bank officials, employees of Simpson, 
Spence & Young, and the Central American Steamship Co., agents of the FBI, 
as Well as the statements of Onassis and Berenson to investors. 


That is what he concludes in the testimony. 
Here is his conclusion. He says: 
Assuming all the proposed evidence as admitted— 


and on that phrase I digress for a moment. 

We never know as lawyers, do we, whether all the evidence we have 
will be admitted or not. 

Mr. Browne. That is up to the judge. 

Mr. ZeLtenxko. That is right. Here is what he says about the case: 


* * * it will be clearly and definitely established that the defendant corpora- 
tions could not have functioned without Onassis; that Onassis had actual as 
well as economic control over the companies, which he was permitted to exer- 
cise; that this control was not only contemplated and intended by the con- 
spirators when Onassis was unable to get vessel directly, but carried out by 
them even to the present time when Onassis instituted negotiations with the 
Civil Division looking toward a settlement of the pending civil proceedings. 


He says: 





All these things will be clearly and definitely established. 


That is a firm opinion on a good case, is it not, in plain language? 

Mr. Brownetu. Well, it was certainly his opinion or he would not 
have said it. 

Mr. ZeLeNKO. Who overruled his opinion ? 

Mr. Browne.u. I don’t think it was overruled. 

Mr. Zetenko. Well, if this was a case, Mr. Brownell, which could 
clearly and definitely establish the fact that purchasing these ships 
was a fraud, can you tell us how does that square with the statement 
of the same man made in court some time subsequently where he tells 
the court that the Government does not think it can prove its case ? 

Mr. Browneti. You would have to ask him. 

Mr. Zetenko. Well, [ am asking you, sir. You were the Attorney 
General. 

Mr. Browne tu. I could not interpret his own language. Those 
were both his statements and he must have thought that they were 
consistent and you would have to ask him. 

Mr. Zetenxo. Now, Mr. Brownell, maybe the committee will or 
will not ask him, but we are asking you as a man who was Attorney 
General in charge of the office in which a recommendation is made 
by one of your assistants and a conclusion that you have a good solid 
case, that you can prove it, and the same man walks into court later 
and tells the court that. they cannot prove the case. 

Does that not mean anything to you at all as to somebody not doing 
the right thing for the Government ? 

Mr. Brownett. I would think you ought to put both statements 
in the record, and if you want to ask him further about it after you 
have read them over, you ought to ask him. 
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Mr. Zetenxo. I shall most certainly put this entire memorandum 
into the record with the permission of the chairman. 

I want you to answer the question. What I have just read in the 
way of a recommendation states, at least in the opinion of one of 
your own assistants, that you have a good solid provable case; does 
it not? 

Mr. Browne.t. I wouldn’t want to characterize it. 

Mr. ZeLENKO. What are the words in substance: that it will clearly 
and definitely be established that we can prove this fraud right from 
top to bottom. Does that not mean that you had a good solid crimi- 
nal case against Onassis, in plain language ¢ 

Mr. Brownetu. No; I wouldn’t think that that would be a proper 
interpretation even of that excerpt. 

Mr. ZeLtenKo. Well, is there anything in here that you feel that 
might take away from the direct meaning of those words ¢ 

Mr. Browneti. No; I wouldn’t want to comment on it without 
reading it and studyi ing it and knowing the background. 

Mr. Zetenxo. Well, we will talk about the background in a little 
while. 

Then you do not want to comment about this statement that I have 
just read ? 

Mr. Browne. That isright. It is not my statement. 

Mr. Zevtenko. The statement of your own assistant in which he 
says he has a good clear solid case ? 

Mr. Brownett. I wouldn’t want the record to indicate that I felt 
that that was a fair characterization of it. 

Mr. Ze_eNKo. I prefer to have the record stand on what I read. 
Would you care to comment, Mr. Brownell, on the statement of this 
same man before a court some time subsequent to this memorandum 
which he drew in which he tells the court that he does not think the 
Government has much of a case? Would you care to comment on 
that ? 

Mr. Browne tt. Is that the statement made in open court at the 
time of the disposition ? 

Mr. ZeLeNnKo. That is right; yes, sir. 

Mr. Brownetu. I am familiar with that, and I had no reason to 
think then or now that it was an inaccurate statement. 

Mr. ZeLENKO. Well, do you say that the statement he made before 
the court jibes or squares with the statement I read you in which he 
recommended to you or gave his conclusion to you or one of your 
chief assistants that you “had a good case? Does that square with 
what he told the court that you have not got a case ? 

Mr. Browne. I have not read the full memorandum that you 
have read some excerpts from. I don’t know the date of it. I do 
not know what happened in between and therefore I would not want 
to comment on the two as put together. 

Mr. ZetenKko. Let me ask you this. Do you remember ever hav- 
ing read it? 

Mr. BrowneE.u. No. 

Mr. ZeLtENKO. Do you know who passed on this thing ? 

Mr. Brownetu. On that memorandum ? 

Mr. ZELENKO. Yes. 

Mr. Browneti. No. Probably, Mr. Olney. That would have 
been the routine. 
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Mr. ZeLtenKo. Well, do you know that Mr. Olney told us last year 
the following. We were discussing with Mr. Olney how this settle- 
ment came about, and he said among other things, and this is before 
he ever went in to see the judge: 


We had very good reason to believe that the judge would not impose a jail 
sentence in this case, particularly Onassis. 

I am reading verbatim. 

Do you know whether he could have known in advance that a judge 
with whom he had not discussed the matter would not send Onassis 
to jail in any event, and he singled out Onassis ? 

Mr. Browne... I don’t interpret that to mean that he knew. That 
was just an expression of his opinion. He is a pretty seasoned fellow 
and I suppose he has studied a good many thousand criminal cases 
and when he studied this one he came up with this opinion. 

Mr. Zecenko. Mr. Brownell, do I gather from your testimony now 
where you tell us that you are not familiar with the recommendation 
I read and that these matters were all handled by your assistants 
that you disclaim any responsibility for these proceedings in this 
case? Isthat what you mean to imply ? 

Mr. Brownett. No. To repeat, my participation was restricted 
to the approval of these recommendations of my assistants, in whom 
I had full confidence, and the issuance of the press releases thereon. 
For those two acts of mine I take full responsibility. 

Mr. ZeLenxo. Well, so the responsibility would be yours ? 

Mr. BrowNe tw. X es. As we said in the beginning of these hear- 
ings, while I was Attorney General I was administratively responsi- 
ble for all the hundreds of thousands of cases that went through 
there during my term and these were two of those cases. 

Mr. ZetenKo. Well, other than being several of the hundreds of 
thousands of cases this was a case in which you had had some prior 
interest, monetary, let us say. 

Mr. Brownetu. That is an incorrect statement absolutely. 

Mr. ZeLenko. Let us find out if it is. Onassis comes to your office 
in 1948 or thereabouts, and gets some legal advice on this particular 
matter. 

Mr. Browne. It was not on this particular matter. 

Mr. ZetenKo. Well, what was it on that he came to your office ? 

Mr. Browne tt. The firm did not represent him in any way after 
1950. 

Mr. Zetenxo. I am talking about 1948. 

Mr. Browne i. 1948, 1949, and 1950. 

Mr. Zetenko. You say that was not in this particular matter for 
which he was indicted ? 

Mr. Browne. That is correct. 

Mr. ZeLenKO. What was it for? 

Mr. BrowneEtt. To get advice on a particular question of law in- 
volving the citizenship requirements of the Shipping Act. 

Mr. ZeLeEnKO. That was with this whole setup of this, was it not? 

Mr. BrowneEtu. No, these were Government cases which arose out 
of an interpretation of an FBI investigation of acts long after that. 

Mr. ZeLenKo. Let us find out whether the time makes a difference. 

Mr. Browne. The question of law was also involved in the Gov- 
ernment cases but the factual setup on which these cases were based 
was entirely different. 
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Mr. ZecEnKO. Let us see. You are splitting this thing kind of fine. 

Mr. Browne t. It was your recommendation in the beginning that 
we try and be accurate. 

Mr. ZeLenKoO. You say that the advice or whatever it was that Lord, 
Day & Lord gave Mr. Onassis had nothing at all to do with these « cases 
in which you later had him indicted, and sued. You say they had 
nothing at all to do with it legally and factually ? 

Mr. Brownetu. No, I didn’t say that. 

Mr. Zrtenko. What did you say ? 

Mr. Browne. I said that the Government actions against Mr. 
Onassis and the group were based on a factual situation, acts that took 
place long after the opinion was rendered back there in 1948 to 1950 
and that opinion was on the question of citizenship, interpretation of 
the Shipping Act. That was the point that was also involved in the 
Government cases but it was not in substance the basis of the cases. 

Mr. ZetenKo. I would like for you, if you do not mind, just to an- 
swer this. If the answer cannot explain your position fully we will 
go on and see if it can. 

Mr. Brownett. All right. 

fr. ZELENKO. From what you have just told us, Onassis came to 
your office and he wanted an opinion or he wanted advice from your 
people on the question of citizenship and you people were paid a fee 
for that. That very question of citizenship was involved later on, was 
it not, in the very cases that your office indicted him on and sued him 
on ? 

Mr. Brownetu. That is a fair restatement of what I said, I think. 

Mr. ZetenKo. Then does not that agree with what I said that it 
was the same matter or part of the same matter ? 

Mr. BrowneEtt. Part. 

Mr. ZetenxKo. Part. I see. You are very careful about that. 

Mr. Brownett. That is true. 

Mr. ZeLEnKO. I see. In other words, you did not advise him alto- 
gether to defraud the Government but you just gave him some part of 
the advice which dealt with citizenship? 

Mr. Browneti. Do you want that on the record, Mr. Zelenko? 

Mr. Atten. Mr. Chairman. 

Mr. ZeLenKO. No; that was a badly framed question and I want to 
strike it. 

Your office did not advise him to defraud the Government. I want 
that clear, but your — gave him advice on the citizenship matter 
on which your office as Attorney General later indicted him, claim- 
ing that he had defrauded ¢ 

Mr. Brownetx. The indictment was not based on that. 

Mr. Zetenko. May I read the indictment, Mr. Brownell, to you 
because I want to quote only from this record and I would apologize 
for anything that 1 might say and I withdraw anything. 

Here is your indictment. 

Mr. Brownetu. That is the grand jury indictment. 

Mr. ZeLten«Ko. Yes, the grand jury indictment procured by your 
office. 

It is indictment No. 1647, 1953. ‘They say, talking as a conspiracy 
count here. I think we have a copy of it in the record of last year. 
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It is on page 4. It says they would submit application. 

It was the plan and purpose of the said conspiracies that the defendants 
would knowingly and willfully falsify, conceal and cover up by scheme, and de- 
vice material facts, cause to be falsified, concealed and cover up by trick, scheme 
and device, material facts in the matters within the jurisdiction of said agen- 
cies. That is, that the said defendants would submit and file with the agencies, 
that applications of the United States Petroleum Carriers, a corporation, and 
Victory Carriers, Inc., a corporation, said corporations being here and after re- 
ferred to as the applicants for the purchase of vessels under the said Mer- 
chant Ship Sales Act of 1946, and would falsify, conceal, and cover up by trick, 
scheme and device, material facts concerning the United States citizenship, 
ownership, and control of the said corporations within the meaning of the said 
act and the Shipping Act of 1916, as amended, and by concealing and with- 
holding information that the said applicants were and would be under the con- 
trol of noncitizens, namely, the defendants Aristoteles S. Onassis and Sociedad 
Industrial Maritima Financiera Ariona, Panama, 8S. A- 
et cetera. 

That particular portion claims that it was a fraud and a scheme to 
cover up the citizenship. That is what I meant, not that your office 
at Lord, Day & Lord advised them to do it but the very legal opinion 

that you he id given them was later charged by the gr: and jury that he 
covered up his citizenship by fraud. That is what I meant. I read 
it from the indictment. 

Mr. Browne... I would think if you read on in the indictment 
you will notice that all of the substantive acts which are said in the 
indictment to have been material here took place not earlier than 
1951 and it is not the legal opinion or the interpretation of the act 
which is the basis of the indictment but it is a series of acts somewhat 
detailed in there, these applications, the earliest one of which was 


1951. At that time the firm of Lord, Day & Lord did not represent 
Mr. Onassis or any one of the companies. 

Mr. Zetenko. Either you or I are wrong. Either this starts in 
1951 or it starts before Lord, Day & Lord got into the picture. 

I will read the indictment. 


The grand jury charges, one, that beginning on or about March 8, 1946, and 
continuously from that date to the date of the findings of this indictment— 


and they talk about— 
it became and was the lawful right of the Maritime Commission 


and they talk about what the law was. That does not deal with it. 
Now, in clause number X, they talk about Victory Carriers as a 
wholly owned subsidiary. That is to say from the date of its in- 
corporation on December 11, 1948, and continuously. They talk about 
Victory Carriers. In clause X they say: 
On or about June 1, 1947, and continuously from that date to the date of 
the finding of the indictment and within the District of Columbia and else- 


where Aristoteles S. Onassis, alias Aristotle S. Onassis, Robert L. Berenson, 
Nicholas Cokkinis— 


and they go through the names of every one of them— 

did conspire together and with each other— 

and that date, Mr. Brownell, is not 1951 but June 1, 1947. 
Are you corrected now ? 


Mr. Brownetn. Well, I think that we should put the indictment 
in the record if it is not already in the record. 
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Mr. ZeLeEn«KO. It is in. 

Mr. Brownetu. To show the whole thing. There is no question 
but what the words that you have read are in the indictment and 
that the conspiracy is said to have existed over this period of time 
but the conspiracy alleged in the indictment, as I recall it, is based 
on a series of operative acts, that is, applications made to the Mari- 
time Commission which were from 1951 and thereafter and at the 
time those acts are said to have taken place this was after the firm of 
Lord, Day & Lord had ceased to represent him in any way. 

Mi. ZeLenko. Now, Mr. Brownell, as you indicated before, I guess 
you are more familiar with criminal law than I am, but I think we 
both have some familiarity with it. 

This indictment charges the beginning of a crime on June 1, 1947, 
does it not, the beginning of a conspiracy ¢ 

Mr. Brownetu. Well, I think the indictment speaks for itself. It 
is over a period of years. 

Mr. Zevenko. I know it speaks for itself, but we both interpret it 
differently. 

You originally said that these acts that they were charged with 
before the grand jury commenced some time in 1951. 

Mr. Browne. I never did say that the conspiracy commenced 
then. 

Mr. Zetenko. Well, the conspiracy is a crime. 

Mr. Brownett. The operative acts on which the conspiracy is 
based are the applications to the Maritime Commission. 

Mr. Zevenxo. I do not want to draw it that fine except to get ¢ 
date. Does that not say in plain language that the conspiracy for 
which these men have been indicted started on or about June 1, 1947? 

Mr. Brownett. I believe what you read is a statement that is in 
the indictment. 

Mr. ZeLENKO. You mean I read it correctly ? 

Mr. Brownetu. That is right. 

Mr. ZetenN«KO. So that it means that the conspiracy and the crime 
started, according to the Government evidence or the grand jury 
evidence, before Lord, Day & Lord got into it? 

Mr. Brownetu. The allegation that you read. I think you read 
correctly. If it isa small part of the statement and should not. con- 
stitute an accurate description of the entire indictment. 

Mr. ZeLENKO. Well, we are only talking about the day when the 
crime is supposed to have started. 

Mr. Brownety. The indictment alleges, and I think you have 
stated this correctly, that this conspiracy continued over a period 
of years starting in 1947. 

Mr. ZetenKo. That was before Lord, Day & Lord ever got into 
the picture. 

Mr. Brownetu. Lord, Day & Lord’s legal opinion was in 1948, 
1949, and 1950. That is when they were giving legal advice. 

Mr. Zetenxo. So that the conspiracy started before Lord, Day & 
Lord got into the picture ? 

Mr. Browne.u. Yes, but that doesn’t mean that any part of the 
legal opinion given by Lord, Day & Lord was inaccurate or that it 
covered the matters that the indictment mentions. 

Mr. ZectenKo. I was not implying that, Mr. Brownell. You cor- 
rected me on dates and I thought I had the date correctly. 
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Now, Mr. Brownell, we have had evidence here and when I say 
“evidence,” I mean it ‘has been pretty well agreed, and I will read 
it to you if you do not believe that I am quoting it accurately, it 
has been pretty well agreed by the witnesses, Mr. Doub and Mr. 
Onassis, that one of the things required in the settlement of the case 
was that the Government wanted to be sure that these vessels in- 
volved would not continue in the hands of Mr, Onassis, so they had 
told the court that they did not want to sell it to somebody personally 
but they were going to create a trust for his two American-born 
children. 

Are you famili: ~ generally with that phas se of the settlement ? 

Mr. Brownett. I did not participate in the preparation of the 
settlement and wouldn’t want to comment on it for that reason. I 
approved it because I believed at that time that the judgment of 
my assistant was a good one. 

Mr. Zetenko. Mr. Brownell, this case in itself was important 
enough to have the attention of the Chief Attorney of the Civil 
Division, the Chief Attorney of the Criminal Division, and others of 
the high ranking members of the Attorne »y General’s Office and not 
let us say without derogating a case such as the United States at- 
torney in a district would go into. This was a case handled right 
out of your main office, was it not ? 

Mr. Browne ut. Yes. 

Mr. ZeELENKO. It was important enough for that, was it not? 

Mr. Brownewu. Well, it was handled out of the main office and 
certainly received the personal attention of those two gentlemen that 
you mentioned. 

Mr. ZeLeENKO. What I wanted to bring out is that this ease was im- 
portant enough to be handled out of your main office and you keep 
telling us, “Well, that is Mr. Olney and Mr. Burger,” and those men 
were your immediate assistants, were they not ? 

Mr. Browne tu. That is correct. 

Mr. ZELENKO. You were pretty familiar with what was going on in 
this case from time to time, were you not? 

Mr. Browne.yt. Only what I was advised in normal course as to de- 
velopments in their divisions. I did not participate, take part in the 
handling of either of these two cases. 

Mr. ZeLtenko. You did not have to handle them actually and 
mechanically but would you say that you had never discussed these 
cases with either Mr. Burger or Mr. Olney? 

Mr. Browne... Yes, I could say that. 

Mr. ZELENKO. You never did ? 

Mr. Brownety. They would report to me on developments in their 
departments regularly and I have no doubt that they reported develop- 
ments in these cases. 

Mr. Zetenxo. I see. Now, what I am getting at is this on this 
particular phase. They have all agreed that it was part of the settle- 
ment to make sure that these ships go over toa trust. Now, that should 
or would have been the end of it because they all agree that what took 
place later regarding transferring the ships foreign was not part of 
the settlement. 

One part of the settlement they all agree on was this: The ships go 
intoatrust. You get atrustee and I think xow it is the Grace National 
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Bank and they administer the trust for the two American-born 
children. 

Now, that was in the settlement. 

Sometime subsequent to December 21, 1955, there appears in the 
trust, and the trust came on in August of 1956, some clauses stating 
that the trustees can go into a tr ade-out deal and trade the American 
ships under foreign fl: ag and build new ships in American yards. That 
was not part of the court settlement, that part of the trust agreement. 

Do you know how that crept into the trust ? 

Mr. Brownett. No. I did not participate in any way in those 
proceedings. 

Mr. Zetenko. Did Mr. Doub ever tell you that Mr. Onassis’ lawyers 
wanted that in? 

Mr. Browne i. No. 

Mr. ZeLENKO. Well, he testified to that in effect. Was that not of 
interest to you ¢ 

Mr. Brownett. I just wasn’t in on this particular case and there- 
fore it wouldn’t be a question of interest. It would be a question of 
the fact that I wasn’t taking part in it. 

Mr. ZetenKo. The reason I asked that is this: Having read your re- 
lease of December 21, 1955, in which you assure the American public 
that this settlement is going to put these ships to sea and provide work 
for American seamen here, along about 8 months later the Department 
of Justice itself — 

Mr. Browneti. When would that be, 8 months later ? 

Mr. Zetenxo. August 10 of 1956, a little less than 8 months, if you 
want to be accurate. There the Department of Justice itself is work- 
ing out an agreement to put these American seamen off the ships and 
the Department itself is actively pursuing this because Mr. Doub told 
us a number of times last year that he was responsible for the trust. 
When he said “he,” he meant the Department of Justice, did he not? 

Mr. Brownetu. I imagine he meant “he.” At least, it was under 
his direction. 

Mr. ZeLtENKO. Do you mean there is a distinction, Mr. Brownell, for 
aman acting as Assistant Attorney General or you acting at Attorney 
General between something you do personally for the Department. or 
something you do representing the Government ? 

Mr. Brownetu. Yes. I wouldn’t know how many cases were there 
while I was Attorney General in the Department of Justice, but there 
would be well over 100,000 that I probably never heard of, so that to 
that extent it would be inaccurate to say that I personally handled 
the cases or even knew of them. 

Mr. ZeLtenko. Well, there were many cases that you bring or handle 
in the local district of United States attorneys but there are not that 
many that you handle out of your main office, are there? 

Mr. Brownetu. There are thousands, thousands. 

Mr. ZeLtenKo. Let me ask you this. There was a release went out 
under your name. 

Mr. Browne tt. Oh, yes. 

Mr. ZecenKo. It said, we are giving work to American seamen. 
Here the very chief assistants of yours are putting these American sea- 
men out of work. 

Did anybody bring a release up to you to inform the public of that 
fact? 
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Mr. Browne tu. I am sure they believed it to be accurate when they 
recommended that I issue it. 

Mr. ZeLenKo. Did they bring a release to you subsequently to put 
out under your name that you were putting American seamen off the 
ships, if you remember ? 

Mr. Browne tu. I don’t have any recollection of one. 

Mr. ZeLENKO. I see. It was not seen fit to inform the American 
public of that fact? 

Mr. Browne... I do not know the date. 

Mr. ZELENKO. a 10, 1956. 

Mr. Brownett. I do not recall any. I will say that. 

Mr. ZectenKxo. Let me call your attention to the fact that you did 
issue a release on that day. I guess there were so many of them under 
your name that you did not even know what was going on under your 
name; isthatr ight? 2 

Mr. Brownewu. There were an awful lot of them. 

Mr. ZeELENKO. Would that be true of indictments and other things ? 

Mr. Browne. Oh, there must have been thousands of releases that 
went out under my name while I was in there. 

Mr. ZetenKo. I see. Did you issue a release that day because Mr. 
Doub brought it to you! 2 

Will you bear with me for just a moment? [Reading:] 


Press release, August 10, Department of Justice. 

It says: 

Attorney General Brownell ——— today that final settlement of the Gov- 
ernment’s claims against the A. 8. Onassis interests had been concluded. 

The terms of the earlier settlement previously announced— 
et cetera, and I say “et cetera” because I do now want to read it. It 
says: 

The trust indenture permits the trustee to undertake a program for the con- 
struction of supertankers in the United States which had previously been ini- 
tiated by Onassis. 

That is the release that went out that day. 

There is nothing in that release which informs the American public 
that you are transferring ships foreign. 

I will give it to you to read, 1f you wish. 

Mr. Browne tt. I will take your word for it. 

Mr. ZeLenko. I see; but there is something to the effect that they 
are going to build ships in American yards. 

Mr. Browne... I willtake your word for that, too. 

Mr. ZeLENKo. Now, taking your word for it, that was not a full 
statement to the American public about what was taking place, was it, 
if it only talked about building ships in American yards but did not 
talk about transferring ships foreign and putting seamen out of work ? 

Mr. Browne t. I believe that when that statement was prepared by 
one of my assistants he must have believed it to be true or he would 
not have recommended it to me. 

Mr. ZeLenkKo. I believe it is true but it is not the whole truth. 

Mr. Browne vu. I believe he must have thought it was the whole 
truth or he would not have recommended it to me. 

Mr. ZELENKO. Who got that out? Do you know? 

Mr. Browne. I assume it was the Civil Division. 
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Mr. ZeteEnKo. Do ae mean Mr. Doub? 

Mr. Browne tt. I do not want to say who individually did, but if 
that was during his time, he must have approved it and read it over 
and recommended it to me. 

Mr. ZeLENKo. Do you mean to imply, Mr. Brownell, that whoever 

was handling that trust agreement, where right in the agreement it 
talks of transferring out ships, that this very man or one of his as- 
sociates believed thi at he was giving you a release that was the whole 
story saying that about building the ships but saying nothing at all 
about this business ? 

Mr. Brownewy. I would be very surprised if he felt anything but 
what that was an accurate statement when he gave it to me and recom- 
mended that I issue it. 

Mr. Zecenko. As a matter of fact, it did not tell the whole story, 
did it? 

Mr. Brownetu. I wouldn’t want to associate myself with that re- 
mark; no, because I don’t know enough about it. 

Mr. ZeLteENKo. Would you associate yourself with the release which 
went out under your name? 

Mr. Browne Lu. Yes. 

Mr. ZeLtenKo. May I tell you, sir, and I understand the circum- 
stances under which it went out, that it was not the whole story from 
the testimony before the committee and the trust agreement. It did 
not tell about the fact that these ships were being transferred foreign, 
the very ships which you had said months before would be sailed by 
American seamen. It did not tell that part of it. 

Mr. Brownety. Just so the record shows that that is your opinion 
and not mine. 

Mr. ZetenKo. Well, it is my opinion. It is not an opinion, sir. It 
is a statement of the testimony before the committee. 

Mr. Browne tu. Well, I did not hear the testimony so I could not 
comment on it. 

Mr. ZeLENKO. You may take my word that it is there. 

Now, did you know whether or not, and I assume you did, this 
trust agreement supposedly being an irrevocable one, that is Onassis 
under the court settlement was supposed to turn over these vessels to 
his American children and he was not supposed to have any control 
of the ships any more? That was the general idea of the trust agree- 
ment; was it not ? 

Mr. Brownett. As I recall it, one of the purposes of the trust was 
to cure the default, what the Government at least alleged was the de- 
fault on the part of the Onassis companies so that thereafter there 
would be no question but what the American citizenship of the com- 
pany was made clear. 

Mr. ZeLeNnKo. So that Onassis could not control, yes. 

Now, I want to know this. We have gone over this trust agreement 
pretty carefully here and, although it was supposed to take it out of 
the Onassis sone, that is take control away, we have evidence here 
both last year and this year that the person who pays the trustee, the 
Grace National Bank, was Mr. Onassis himself. He determines the 
amount of the compensation. They get a certain amount but if they 
do extra work they get more. In other words, he controls the payment 
of the trustee. 
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Now, do you know who put that clause in the trust agreement ¢ 

Mr. Browneu. No, I don’t. 

Mr. ZeLENKO. But it was somebody in your Department together 
with somebody from the Onassis people. It had to be. 

Mr. Brownetu. The Civil Division certainly approved the trust 
agreement. 

Mr. Zetenxo. They approved it? 

Mr. BrowNeE.u. Yes. 

Mr. Zecenko, That was all right with the Government, that phase 
of it? 

Mr. Browne. If they approved it that constituted an approval 
by the Government. 

Mr. ZecenKo. There is what I call a loophole, which you may not 
call a loophole on the question of control which has come out in these 
hearings that the trust could be at an end if the Maritime Adminis- 
trator merely sent a letter to Mr. On: issis and just gave him consent, 
the Maritime Administrator’s consent, saying, “Look, the trust is 
over.” 

That is another clause in the trust that you say your Department 
approved. 

Mr. Brownett, The Department approved the trust agreement. 
I do not know about that particular provision. 

Mr. ZeLtenko. You do not know just which particular man did it? 

Mr. Browneui. No, or whether that is an accurate description of 
the trust. 

Mr. Autex. Would you bring that out in the trust agreement ? 

Mr. ZecenKo. Yes, sir; I believe I just happen to have it with me. 

Mr. Auten. I do, too. 

Mr. ZeLtenko. Will you bear with me just one moment? 

The CHarrmMan. We will take a little recess. 

Mr. Zetenko. Mr. Allen, I will read you from Mr. Doub’s testi- 
mony last vear. It is on page 393. I am asking Mr. Doub about the 
fact. of whether or not mere consent by the Maritime Administrator 
would release Onassis of the trust. I said: 

Mr. Doub, again I am not impugning anyone’s integrity. I am just talking 
on the bald statement in the trust. The trust does not require Department of 
Justice consent in that clause for the Maritime Administrator’s consent: does 
it? It just says that the Maritime Administrator may consent on Onassis’ re- 
quest to revoke, to modify, or amend the trust at any time. 

Mr. Dous. That is correct. 

Mr. ZeLenko. That is the bald statement? 

Mr. Dous. That is right. 

L asked again: 

Regardless of the reason, if the Maritime Administrator decides to do it, that 
could be the end of the trust? 

Mr. Doun. That is right. 


The next question is: 

It does not say anything about getting the consent of the Department of Justice? 
Mr. Dous. No. 
Does that answer your question ? 
Mr. Auten. That is paragraph 12 of the trust agreement. 


Mr. ZeLeNKo. Does that answer the gentlemen’s question ? 
Mr. Auten. Yes. 
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Mr. Zetenko. Now, going on further, there are other, as I call them, 
loopholes in the trust tending to show that Mr. Onassis had control 
or that this trust was not one which would protect the Government. 

We had a letter from Attorney General Rogers last year in which 
he stated that if all the ships in the trust were transferred foreign, 
that is with proper consent, the Department of Justice and the Gov- 
ernment would have no hold on them. That is, under the trust agree- 
ment the trustee with consent could transfer certain ships. 

Now, it also states that the trust would be over in 15 years. Then 
I think it came out in the testimony that if there were no United 
States ships in the trust that would be the end of the trust. 

Now, I shall not go into all of these items, Mr. Brownell, but does 
that not indicate to you that the Department of Justice, the Attorney 
General’s Office was not taking control away from Mr. Onassis by the 
drawing of this document ? 

Mr. Brownetu. Well, I have never read that trust agreement so I 
would hesitate to comment on it. 

I am sure that the men who were handling it thought it was a good 
document or they would not have approved it. 

Mr. ZeLenKo. You keep talking of the men who were handling it. 
Those are the men who were responsible; is that right ? 

Mr. Brownetu. As I said before, while I was Attorney General I 
felt administratively responsible for what happened in the Justice 
Department. 

Mr. Zetenko. It is the same responsibility that you would have in 
a private law office as a partner; would you not ? 

Mr. Browne ti. Well, there are some differences. 

Mr. ZeLENKO. Now, the effect of the trust so far, and we have been 
able to find this out and this is the trust that your office, the Attorney 
General’s Office, was working out to protect the Government and take 
control of Onassis away, was this and this is in the evidence: Five 
hundred American seamen are out of work as a result of this trust; 
that they employ foreign seamen at about one-third the wages of 
American seamen; that they do not pay any income tax on their for- 
eign earnings. This is the way it is set up under the law. They have 
an income of about a million dollars a month tax-free. There is some 
dispute about this although Mr. Doub says that they have canceled 
the contract for the building of the American ships. 

In the meantime 14 ships have gone out to foreign flag. 

One other effect of the trust which was drawn under your leadership 
if not by you personally is this: The trust has gotten in about $20 
million in income and has paid out most of it for the back debts of 
the Onassis companies, the back taxes of the Onassis companies dating 
back to 1948. 

Mr. Brownett. United States taxes ? 

Mr. Zetenko. Yes, United States taxes. 

Mr. Brownetu. That is good for the Government. 

Mr. ZetEnKo. Yes, that is good but that, of course, ties in with what 
was more important here, either the fiscal considerations or the other 
ones which your assistant spoke about. 

Now it has come out this way: On this question of control, where 
before the trust Mr. Onassis had about 49 percent of these companies 
and supposedly American citizens had 51 percent, under the trust 
Mr. Onassis has only 25 percent of the companies and so what has 
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happened is that, instead of paying 49 percent of the debts, Mr. 
Onassis himself is only paying 25 percent of the debts. He is paying 
half of what he should on all his back taxes. This was the trust with 
which you personally were not familiar but drawn up under your 
leadership or under your office. That is right, is it not? 

Mr. Browne t. I don’t know. 

Mr. ZELENKO. I do not mean what I told you but I am talking about 
the facts. 

Mr. Brownetu. Mr. Doub would be the one to ask those questions of. 

Mr. ZetenKko. We did ask him. 

We would like to get back to the indictment. Mr. Onassis told us 
that he sent you a telegram some time in 1954 before this so-called 
sealed indictment was opened, and he said he had heard he was in 
Europe someplace, and here is his quotation: He says: 

I was living in Europe at the time and we used to hear nasty cracks that a 
group of Greek shipowners are indicted in a sealed envelope. 

He said he came here and before the indictment was opened, he sent 
you a telegram. Did he send you suc ch a telegram in which he said, 
“T am placing myself at your disposal” 

Mr. Browne. I remember that ta I don’t recall just what 
it said but I remember it caused a little stir there in the Department 
because he was going to ee t himself to the jurisdiction of the court 
and it meant that the Government would have a better chance of 
winning its cases. I do happen to remember that incident. 

Mr. ZeELENKO. Well, at the time you received the telegram, the tele- 
gram was brought to your attention, was it not? 

Mr. Brownetu. I don’t think I ever saw the telegram, but I re- 
member when he stated in effect that he was going to subject himself 
to the jurisdiction of the United States courts. We considered that 
was an important and favorable development. 

Mr. ZetenKo. And at the time you received the telegram, did it 
then occur to you or did you remember that your office had given some 
advice on part of this entire transaction back in 1948? 

Mr. Brownetu. I can’t recall that I had any such thoughts at the 
time, no, but, of course, I knew generally that he had been a client 
of the office back in 1948, 1949, and 1950. 

Mr. Zetenxo. And you knew that about the time you got this 
telegram ? 

Mr. Browne tu. I knew it at all times since then. 

Mr. ZeLENKo. Since when, sir? 

Mr. Browne... Since 1948, 1949, and 1950. 

Mr. ZELENKO. Since the time he had originally been a client of your 
offices you knew all the time, you say, up to the time he sent you the 
telegram that he had been a client of your office? 

Mr. Browne. Yes. 

Mr. Zetenxo. Now, I think you told us that your office had had 
prior business dealings with him and you had shared in the fees on 
part of the matter which was the subject of the indictment in the civil 
case ; is that right? 

Mr. Browneuu. As I recall it that is what we said earlier this 
morning; yes. 

Mr. ZetENKo. Yes. Now, Mr. Onassis told us 

Mr. Browne tt. I think when you make a statement like that per- 
haps it also ought to be pointed out that the Government cases were 
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not based on the advice that was given by Lord, Day & Lord and that 
I did not take part in the handling of the cases after I was Attorney 
General. That makes it a little clearer. 

Mr. Zevenxo. I think we were over that. 

Mr. Browne. You are repeating part of it so that I was repeating 
the rest of it. 

Mr. Zetenxo. I want to see whether I am fair about it. 

After you became Attorney General the only connection you had 
with the Onassis matter was in your official capacity ? 

Mr. Brownext. To approve the settlement recommended to me by 
the Civil and Criminal Divisions and issuing the press releases. 

Mr. Zevtenko. And also the indictments and the suit for the civil 
cases ? 

Mr. Browne tt. I did not participate in those. 

Mr. Zetenko. Did you participate in the press releases later on / 

Mr. Browne tu. Yes, IO. K.’d the press releases. 

Mr. Zetenxo. Did you O. K. the civil settlement ? 

Mr. BrowneEtu. Yes. 

Mr. Zevenxo. And you O. K.’d the civil settlement, did you, with- 
out having read that memorandum ? 

Mr. Browne.t. I said I did not recall whether I had read that par- 
ticular memorandum or not. 

Mr. Zevenko. If you had read that memorandum that I read to 
you would have approved throwing out the criminal case against Mr. 
Onassis in view of the firm recommendation of your own assistant to 
try him ? 

Mr. Brownett. I read the statement that the same man made at the 
time of the disposition of the case and approved it. This was the same 
man. ‘This was his opinion at the time. 

I don’t know the date of the original memorandum, as we said a 
little earlier this morning, and I don’t know whether the two are in- 
consistent. 

Mr. ZeLenKO. You do not recall whether you read the memorandum 
peer f? 

Mr. Brownett. I repeat that I do not recall. 

Mr. ZELENKO. I want to repeat one thing and I think you agreed to 
this: That what Mr. Onassis had come to your office for on a legal 
opinion dealing with citizenship in 1948 was a part of a matter for 
which he had been indicted and sued civilly later. I think we agreed 
to that, did we? 

Mr. Browne... Yes, in other words, the question of law as to what 
constituted citienship was involved in the Government cases but that 

yas a very different thing than saying the operative acts which took 
place, which are specified i in the indictment as having taken place in 
1951 and 1952 and so forth. It was the set of facts as to actions which 
is an entirely different thing than the legal setup. 

The indictment was not because of the legal setup. The indictment 
was because the legal setup was disregarded and, of course, neither 
Lord, Day & Lord nor I knew anything about whether or not the 
legal’ setup had been disregarded some years after the advice on the 
legal point was given. 

Do I make myself clear ? 

Mr. ZetenKo. No, you do not, sir. Iam sorry. I will see if I can 
understand what you are saying. 
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Are you saying that the indictment is merely an indictment on facts 
having nothing to do with legalisms or law? It is just an indictment 
on a set of facts? Is that what an indictment is, this indictment or 
any other one / 

Mr. BrowneEtt. Yes. The conspiracy is based on a set of facts, yes. 

Mr. ZeLENKO. Do you mean to say, sir, that you can indict somebody 
by saying he did one ‘thing or he did another thing without ss aying that 
he violated a certain law, that he did these acts in violation of a law? 
Isthat what you are te “ee me ¢ 

Mr. Browne. No, if | gave that impression I would like to clear 
it up right away. 

Mr. Zetenko. That is the impression you gave. Let us see where 
he was indicted not only on the facts but on the law as your office ad- 
vised him. As I read you from in the indictment, they claim that in 
the indictment that he had defrauded the Government by scheme, de- 
vice, or trick, claiming that he was a citizen and his associates were 
citizens and the corporations were citizens whereas in fact they were 
not, and now your office, your private office, had advised him on the 
legal phase of it, what to do to some within citizenship control; is that 
right, Mr. Brownell ? 

Mr. Brownetit. The indictment was based on allegations that he 
did not follow that legal setup but that in fact he controlled these 
so-called American corporations. 

Mr. ZeLenko. That is right. That is why I want to read to you 
what he says that your law firm advised him to do. 

Mr. Brownetu. Let’s not read what he said. Let us stick to the 
facts. 

Mr. Zetenko. He swore to this. Of course, you say you did not 
handle it personally so you would not know what Mr. Lord told 
him, would you? 

Mr. Brownetx. That is right. Well— 

Mr. ZeLenko. Is that right 

Mr. Browneui. That is right. I was not in at the time. 

Mr. Zecenko. Did you know it? 

Mr. Browne.u. No. 

Mr. Zetenko. You cannot talk any more for Mr. Lord than you can 
for Mr. Onassis. 

Here is what he said Mr. Lord told him among other lawyers. 
We are talking about Lord, Day & Lord. He says: 


Mr. George Lord was the highest authority in admiralty law in the United 
States, and one in the world. 


I asked the question : 


Was Mr. Brownell a member of that law firm? 

Mr. Onassis. Mr. Brownell was a member of that firm, yes. 

Mr. ZELENKO. Tell us what they told you to do. 

Mr. ONAsSIS. Now, the law firm, all these lawyers, they said, “You can 
go ahead and set up, find an American citizen. Whether he is poor or rich 
doesn’t make any difference. Give him the controlling interest and you hold 
the minority interest.” 


Now, is that not the very thing that was part of the indictment, 
the Government charging him with having control with owning the 
company and is that not “what Mr. Onassis says your law firm among 
others told him to do, put it all in the name of an American citizen? 
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Mr. Browneti. It may be what Mr. Onassis says, but it is not 
what he was advised. 

Mr. ZeELENKO. That is what he said your advice was. 

Mr. Browne... I take it you are accurately reading the statement 
from him. 

Mr. Totuerson. Mr. Chairman, we are going to have to adjourn 
or recess soon and 11% hours of the time has been consumed on that 
side. We would like a little time on this side. 

The Cuatrman. All right, sir. 

Mr. Zevenko. Mr. Chairman, does this constitute yielding part of 
my time back? All right. Suppose I stop now and yield to the 
gentleman. 

The Cuarrman. Yes, that is all right. 

I want the record to show that the Chair will be perfectly im- 
partial to any member of the committee who asks for time. If time 
is given to one member of the subcommittee, equal time will be given 
to any other member of the subcommittee. 

Mr. Totzierson. I know the chairman wants to be fair but during 
the whole course of these hearings perhaps 75 to 80 percent of the 
time has been used by the gentleman who has been questioning. 

Going back to your statement, Mr. Brownell, as I understand it, 
when Mr. Onassis came to the firm of Lord, Day & Lord you did 
not consult with him personally ¢ 

Mr. Browne.u. That is correct. 

Mr. Totiterson. And you did not meet him or know him 
personally ? 

Mr. Brownety. That is correct. 

Mr. Totzierson. Further referring to your statement, it is my 
understanding that you said that the Onassis case as well as the 
Niarchos and Chinese cases were before the Attorney General’s 
Office before you were appointed Attorney General. 

Mr. Brownetu. That is correct. 

Mr. Totierson. And is it further correct that authority was given 
to someone in the Attorney General’s Office before you came there 
to present the matter to the grand jury ? 

Mr. Browne.u. That is right. 

Mr. Totuerson. So that all these matters were before the Attorney 
General’s Office and were in the process of being acted upon by the 
then Attorney General’s Office ? 

Mr. Brownetu. That is right. 

Mr. Totierson. So that when you took office you just carried on 
from where the activities had ceased prior to the time you came 
there ? 

Mr. Browne.u. Yes. The policy decisions to go ahead, in other 
words, both in civil and criminal cases, had been made in the De- 
partment before I became Attorney General. 

Mr. Totterson. Now, you say that your firm gave advice to Mr. 
Onassis and also gave advice to the Philadelphia Marine Cor p.? 

Mr. Browne. Yes. 

Mr. Totterson. With respect to this citizenship matter, as it is 
called ? 

Mr. Brownetw. Yes. 
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Mr. Toxtierson. Now, prior to 1946, ships in our reserve fleet could 
be sold foreign as well as domestic. In other words, foreigners 
could buy our ships and they did buy our ships by the hundreds. 

Mr. Browne... Yes. 

Mr. Totierson. And in the 1946 act, there was provision that there- 
after ships would not be sold foreign and that they could be sold 
only to American citizens and that the American citizen included 
the words “American corporation,” the majority stock of which 
was held by an American citizen ¢ 

Mr. Browneuuz. That is right. 

Mr. Touterson. In other words, 50 percent plus 1 share of stock 
would constitute an American corporation which was eligible to buy 
ships from our reserve fleet, is that not correct ? 

Mr. Brownetu. Yes, subject to certain other provisions of the 
act. 

Mr. Totierson. That was an act of Congress, was it not? 

Mr. Brownewu. Yes. 

Mr. Totzterson. And it came out of the Merchant Marine and 
Fisheries Committee, did it not ? 

Mr. Browne. I imagine that is right. 

Mr. Totiterson. So that when you advised Mr. Onassis or advised 
the Philadelphia Marine Corp. you were simply telling them what 
the law was that Congress had passed and approved, is that true? 

Mr. Browne... Yes. 

Mr. 'Totterson. Now, in the matter of indictments, is it not true 
that they are necessary because the court requires it couched in very 
technical language following the statutes which are claimed to have 
been violated / 

Mr. Brownetu. Yes. 

Mr. Totierson. Is it a fair question to ask you if you have had 
100 percent success in all the cases that came out of your Office? 

Mr. Brownetu. No, I never had that record as a lawyer, I am 
sorry to say, private or public. 

Mr. Totterson. Do you know of any Attorney General that did? 

Mr. Brownetu. No, he would be enshrined, I guess, by this time. 

Mr. Totierson. Now then, criminal and civil actions were instituted 
and they were started in a sense under the previous Attorney General 
and under your jurisdiction ships were seized ? 

Mr. Browne... Yes. 

Mr. Totierson. And forfeitures sought ? 

Mr. Brownetu. That is right. 

Mr. Totierson. And we have gone over this, Mr. Brownell, last 
year over and over and over again and we are doing the same thing 
this year and hs “ not got any place yet. 

Mr. ZeLenko. I disagr ee with the gentleman, if he yields for one 
moment. 

Mr. Totierson. We are just 180 degrees apart on this thing. 

Now then, in due course of time, the civil and criminal cases were 
settled. The Philadelphia Marine case was a criminal action in which 
the jury found the defendant not guilty, and the Lake George case 
was a forfeiture case in which the court found that the forfeiture 
action could not be sustained. 
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Could you say whether those cases had any influence on the At- 
torney General’s Office in making a settlement of these cases ? 

Mr. Brownetut. They must necessarily have taken these cases into 
consideration. 

Mr. Totierson. That is the testimony of Mr. Doub to the effect 
that the decisions of the court not only surprised the office but were 
a factor in the settlement. At the time of the institution of the 
actions strong statements were made that there was a good case and 
that iscommon practice, as I know, having been a prosecuting attorney 
one time myself. That is par for the course, is it not, to couch the 
indictment in strong language following the statutory language. 

Now, I may say, Mr. Brownell, and I have said it before during 
these hearings, that I think the Government made an excellent settle- 
ment and could not have done anything else. 

Mr. Brownexu. I am glad to hear you say that. 

Mr. ZELENKO. I did not hear the witness’ answer. 

Mr. Browne.t. I am glad to get that opinion. 

Mr. Zetenxo. I think both of you gentlemen would agree but I 
most sincerely say that it is not borne out of the facts of the testimony. 

Mr. Totierson. I would be interested in seeing what this commit- 
tee does when we conclude these hearings. 

Mr. ZeLenKo. It may be of interest to you and Mr. Brownell. 

Mr. Totierson. It certainly will. I do not know that I have ever 
listened to so many insinuations, innuendoes, and assumptions as I 
have listened to in this case. 

Mr. ZetenKo. They were not made on this side. 

Mr. Totierson. I will have to be 180° apart from you again. 

Mr. ZetenKo. As a former prosecutor, I think you are attorney 
for the defense in this respect. 

The Cuarrman. Now, I want it to be distinctly understood that 
I am going to try to defend all the witnesses that come here. 

Mr. Brownety. Thank you, Mr. Chairman. 

The Cuarrman. I do not think that I have failed to protect this 





witness or any other witness who has been before this committee. t 
I have been very careful with the former witnesses not to have any i 
testimony on this record that will bear on the case that is now pending Q 
in court and I called counsel for the witnesses here to make certain ( 
of that. t 

I think the record will bear out that the Chair has been very im- f 
partial in this matter. I am trying to conduct this on a high plane. ’ 


I intend to continue to do so. 


Mr. Totierson. Mr. Chairman I hope that nothing I have said has | 
been a reflection on the chairman, whom I have served with for 12 | 
years and whom I know to be a most fair and impartial chairman. | 


Mr. ZeLenko. I join with my colleague. 

Mr. Totuerson. I do want the chairman to remember that when 
there was another administration here and when another party was in 
control of this committee, it fell to my lot to defend the administra- 
tion witnesses at that time. So my position is no different, Mr. 
Brownell. 

Now there is talk about these transfers of ships. Is that a matter 
for decision by the Attorney General ? 

Mr. Browne tw. I think that is a Maritime Commission decision. 

Mr. Totierson. That is a Maritime decision, is it not ? 
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Mr. Browne tu. Yes. 

Mr. Tottrrson. In this particular case, the record shows that some 
14 ships were transferred foreign. Did those include all the ships 
that were involved, Mr. Brownell? Do you recall? 

Mr. Browne tt. I don’t recall. 

Mr. Touuerson. For your information, it did not include them all. 
There were additional ships that were involved in the forfeiture case 
and they were retained under American flag. They are still under 
American flag and they still employ American sailors. 

Mr. Browne... I see. 

Mr. Toiierson. I would like to discuss one other matter. That 
is in connection with the trust and the control of the trust. 

As I understand it, Mr. Onassis has 25 percent of the stock and 
by virtue of that, it is alleged that he pays 25 percent of the debts. 
I wonder what the situation would have been if the Maritime Ad- 
ministration had agreed to the trust being an American corporation 
in the sense of one being permitted to buy ships and Mr. Onassis 
was permitted to have 49 percent of the trust and someone else, 
American citizens, only 50 percent of the trust? I wonder if the 
Maritime Administration and the Justice Department would not have 
been subjected to a great deal more criticism than is presently the case. 

We come to this matter of responsibility, Mr. Brownell, and I want 
to say to you that you have nothing to be ashamed of in the Justice 
Department’s actions throughout this whole case. 

Mr. Brownewi. Thank you, sir. 

Mr. Totierson. I think the Justice eee did only what it 
could do. If they made a mistake at all, it was following through 
on the cases that were left over because the m: idee of endeavoring to 
prove control outside of the holding of the stock is a most difficult one. 

I thought they were weak cases at the start. 

That is all, Mr. Chairman. 

The CuatrMan. Let the Chair make this stacement. 

This matter did not originate, Mr. Witness, as an investigation in 
this case. This matter originated by, I would say, a unanimous feel- 
ing of the committee with respect to the trade-out-: and- build program 
as to whether it was advisable, and whet] ther it was to the best interests 
of the United States; and during the investigation of that subject 
this case came to light. It was discussed extensively at that time and 
the reasons for the continuation of the hearing in this particular case 
was that it was predicted at that time that there would take place 
just what has taken place, that ships would not be built. That 
brought about the necessity for hearings and the Chair felt that it was 
the Chair’s responsibility to further develop this case in the interest of 
both sides so that the matter could be clearly discussed, clearly dealt 
with, and clearly disposed of. 

The Chair holds no feelings either one way or the other with respect 
to this matter, and the Chair would call to the present witness’ at- 
tention that he was not subpenaed here. He was informed that his 
name had been mentioned and asked if he cared to come and told that 
under the same mail a transcript of the hearing was being sent. 

Mr. Browne ti. That is correct, Mr. Chairman. 

The CHarrmMan. The witness’ office advised the committee that the 
present witness was out of the country, out of his office at the time, 
that it would be called to his attention; and later the Chair received 
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a letter from the present witness that it was his desire to come down, 
so that that explains the situation as we have it today. 

Mr. Browne. That is 100 percent right. 

The Cuarrman. Mr. Allen? 

Mr. Auten. Thank you, Mr. Chairman. 

Mr. Brownell, going into this question of ownership of shipping 
companies, ships or whatever it might be, it is true, is it not, that the 
Department of Justice and the Attorney General would be limited to 
the terms of the statute obviously in the prosecution of any case for 
violation of the law? 

Mr. Browne... Yes. 

Mr. Aten. Now, the law that I am looking at which is in section 
2 (b) of the Shipping Act of 1916, says: 

The controlling interest in a corporation shall not be deemed to be owned by 
citizens of the United States (a) if the title to a majority of the stock thereof 
is not vested in such citizens free from any trust or fiduciary obligation in favor 
of any person not a citizen of the United States; or (b) if the majortiy of the 
voting power in such corporation is not vested in citizens of the United States; 
or (c) if through any contract or understanding it is so arranged that the 
majority of the voting power may be exercised, directly or indirectly, in behalf 
of any person who is not a citizen of the United States; or (d) if by any other 
means whatsoever control of the corporation is conferred upon or permitted 
to be exercised by any person who is not a citizen of the United States. 

Were you ever in a position to prove, in your opinion, that the 
holding of these ships was in violation of any of those four provisions? 

Mr. Brownett. I would have to refer you to men who are handling 
those cases. 

Mr. Aten. Would it be true that unless you could prove one of 
those four criteria had failed to be met that the Department would 
have no right to interfere with the operation of the ships / 

Mr. Brownetu. That is correct. 

Mr. Auten. Very frankly, I have been a little bit concerned in my 
own mind with the conduct of the case from this standpoint: The 
Government sold these ships and got the money for them or got the 
obligations which were being paid and got the advantage of that 
transaction under the law. Subsequently it appeared the subsequent 
acts may have given rise to questioning the case but ultimately the de- 
cisions of the courts and the opinion of the Department seemed to 
indicate that the criminal case could not be successfully carried to a 
conclusion. 

I am wondering if, under those circumstances, the Government has 
any moral right to go after further sums for the ships that have al- 
ready been p: aid for and it appears that maybe they are trying to get 
a third collection for those same ships. 

I do not know whether we are going too far in the protection of 
the Government being right under technical law and somewhat vio- 
lating principles that private business people would not agree with 
in a way. 

Do you have any opinion on that? 

Mr. Brownetu. Well, of course, I think you have analyzed the 
essence of the controver sy that there was about these cases. The 
decision in principle to go ahead had been made, of course, before 
my term and the men who handled the cases felt that it was worth 
while to pursue them. I had to, of course, rely on their judgment 
in the matter. 
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Mr. Auten. Thank you, Mr. Chairman. 

The CuHarrman. I want to give notice here so that we may comply 
with the convenience of this witness that in all probability we will 
not finish this morning. 

Mr. Browne... I beg your pardon, Mr. Chairman. 

The CHAIRMAN. m4 e will not finish this morning. The committee 
will recess until 2:30, if that suits the convenience of the witness. 

Mr. Browne yt. I Will be here all day. 

Mr. ZetenKo. Mr. Chairman, if I may, I can conclude with one 
question, and then may we rec ess ‘until 2:30? 

There has been some dise ‘ussion here, Mr. Brownell, and I call Mr. 
Tollefson’s and Mr. Allen’s attention to the fact that some court had 
decided against the forfeiture. 

I would like to read you what the court said, very briefly. That 
case was the United States v. The Tanker Lake Group, reported in 123 
Federal, Supplement 216, July 22, 1954. This was one of the cases 
that they said that determined in the opinion of the Attorney General 
that they did not have much of a case here. That case involved a 
forfeiture. What was held was this: It was held that the Govern- 
ment could not forfeit the vessels under existing law because there 
had been a sale by the Government to a citizen, and the court held 
that the Government is not a citizen and therefore the forfeiture was 
declared void. However, the court did say this: 

The Government has chosen to seek forfeiture of the vessel rather than 
rescission of the sale or damages for misrepresentation. Under the general law 
of contracts rescission would restore the vessel to the Mariitme Commission but 
only upon the return of the purchase price to claimant. 


This is the important part that I would like to emphasize. 


The court goes on to say: 

A civil suit based on injury to the Government from the alleged misrepresen- 
tations could result in substantial money damages assessed against the claimant— 
which is just what happened here. 

Then it goes on to say: 

Penal damages in a criminal action under 18 United States Code, section 1101, 
or 46 United States Code 839, for example, could result in a fine of $10,000 or 
$5,000, respectively. 

In other words, the court suggested that the Government could go 
ahead civilly and criminally and therefore it did not express an 
opinion on forfeiture. 

That is the case that you were citing. I only bring that to your 
attention. 

Mr. Totierson. The court was just citing the law. 

Mr. ZevenKo. That is what we have been citing all along. I am 
only citing the law and the evidence. 

Mr. Totierson. I would like to suggest to the gentleman that if 
he has any evidence that would have bolstered the Attorney General’s 
case that he cite it. All we have been doing is fishing. 

Mr. ZeLenKo. Except this, Mr. Tollefson. I read you and I am 
going to put in the record and I do not know any way to emphasize 
it more strongly than was emphasized by an Assistant Attorney Gen- 
eral of the United States in a memorandum in which he says that they 
have a clear and definite case that they can prove actual control, they 
can prove economic control, they can prove this case from top to bot- 
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tom and that is what I read from. I did not makethat up. That was 
drawn up by the ee — al’s office and, if you want to know 
if they had evidence, they say so. 

I will read you 15 aime. of the evidence, but I just took the con- 
clusion. lam going to put it in the — That is where I got my 
evidence that they had a good case. I did not make it up. They had 
it. They say so. 

I wanted to know who overruled this man. 

Mr. Totterson. That is just his opinion. 

Mr. Ze_enko. He is the man in charge of the case. 

Mr. Touierson. That is right. All right. He can still have an 
opinion. 

Mr. Ze_enxo. That is the way people go to jail in this country. 

Mr. Auten. That is the same man who made a contrary statement 
to the court. 

Mr. Zetenko. Which is very unshakable in view of what he said. 
How could he, Mr. Allen, say to the court that they could not prove 
control. Maybe he was not telling the court the whole story because 
all the evidence is in this memorandum, ever y bit of it. 

Mr. Atien. You said earlier in the day that what was going to be 
evidence might not be admitted. There is nothing to show what the 
evidence was or whether it was admissible nor whether subsequent 
facts gave a reasonable basis to Mr. Krouse to change his mind and 
make the statements that he did make to the court. 

Mr. ZeLenKO. Except this, Mr. Allen. This was drawn up after the 
Philadelphia Marine case where the Attorney General had been a 
witness for the defendant. This was drawn up after the Lake George 
case. This memorandum was drawn up after all those things had 
taken place. 

Here is the Assistant Attorney General in charge of the case who 
reports to his superior and says, “We have a good case. We have a 
solid case.” He has summed it up. I cannot read the 17 pages of the 
testimony but I have taken his conclusion. He says: “We clearly and 
definitely can prove that Onassis, the alien, had complete control.” 
He then goes into court and tells the court they cannot prove it. 

I doubt very much whether, if that was shown to a court, a court 
ee oe ‘ase dismissed. I have impugned no one. I 
just wanted to know who changed this man’s mind. 

Mr. Atien. Mr. Krouse was sitting almost in the same chair that 
Mr. Brownell now occupies. Why did you not ask him then ? 

Mr. ZeLeEnKo. Because he was not a witness. With the chairman’s 
permission I will ask him. Somebody must have overruled him. He 
is the man that got the evidence together. I do not want to think that 
it does not exist Just because I did not read it. 

There are also weaknesses. That will go in. I think you will be 
surprised at what you read in this. That is not the point. 

The point is that this Attorney General reporting to this superior 

says, “We have a good case. We have a solid case. We can clearly 

and definitely prove every charge in the indictment,” and then he walks 
into the court and tells the court, “We cannot prove it.” I think that 
is very suspicious or strange. 

Mr. Auten. Would you raise the question of whether we are indulg- 
ing in an investigation of reserve fleet policies or an investigation of 
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the Department of Justice which might be in the jurisdiction of 
another committee ? 

Mr. ZevtenKo. If so, I think the other committee should have it. 
But I think in view of the fact that Mr. Doub said last year the trust 
which we are investigating has taken into account, and that is his 
testimony, all of the civil and criminal proceedings, I say it is germane 
here. 

Mr. Totierson. Mr. Chairman, the fact still remains that the crimi- 
nal cases and the civil cases have been settled. We cannot reopen them. 

Mr. ZeLENKO. We are not reopening them. We are finding out 
how this alien got such a great break, and he did. I think hedid. You 
may disagree with me. 

The Cuarrman. The committee will stand adjourned until 2: 30. 

(Whereupon, at 11:55, the hearing was adjourned until 2: 30 p. m., 
this same day.) 

AFTERNOON SESSION 


The hearing was resumed at 2: 30 p. m., pursuant to the recess. 

The CuarrmMan. The committee will come to order. 

Mr. Allen, had you finished ? 

Mr. Aten. I had finished. 

The CuHairman. Do you have any further questions, Mr. Tollefson? 

Mr. Toiterson. Not at this time, Mr. Chairman. 

The Cuairman. Do you have any questions, Mr. Kluczynski ? 

Mr. Kiuczynsktr. No. 

The CuarrmMan. Mr. Zelenko? 

Mr. ZeLtenKo. Mr. Brownell, I think that when we adjourned this 
morning you had been telling us that all that your law firm had done 
was just to give Mr. Onassis some advice on law relating to this sub- 
ject, is that right? 

Mr. Brownetu. Yes, that is right. 

Mr. ZeLenko. And that was the extent of your work for him, giving 
advice to him on the law ? 

Mr. Browne t. Yes, that is really all we did as lawyers was to give 
legal advice. 

Mr. Zretenko. I should like to read from a copy of the bills and 
the statements that were submitted from your law firm. to the Onassis 
interests and which bills were sent to us, and I ask that they be put in 
the record. This is one of the bills just to see if I can refresh your 
recollection as to whether all you gave him was advice. This isa = 
“Memorandum of legal services rendered from January 3, 1949, t 
date,” and the date is up to June of 1949. Itsays: 

Conferring with you with reference to your proposed purchase of the stock of 
Pacific Tankers, Inc., the principal assets of which at the time of the purchase 
would be the tankers McKittrick Hills and Montebello Hills 
those are two of the ships involved in this. I go back again, to wit— 
subsequently conferring at length with representatives of the sellers in connec- 
tion with negotiations for the purchase of the stock; preparing stock purchase 
agreement calling for the purchase of 19,695°4, shares of the capital stock of 
Pacific Tankers, Inc., for $2 million cash based upon a net worth as of January 
31, 1949, of $1,800,000; preparing escrow agreement appointing Schroder Trust 
Co., escrow agent and attending at Schroder Trust Co. in connection with deposit- 
ing $100,000 in escrow as a payment on account of the purchase price; preparing 
agreement supplementing the stock purchase agreement and preparing supple- 
ment to escrow agreement; preparing and/or examining, among other docu- 
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ments, the various documents listed in the table of contents to the bound set 
of closing documents previously supplied to you and conferences and correspon- 
dence with you, various representatives of the sellers and the escrow agent 
regarding many of these documents and related matters; considering relation- 
ship of Pacific Tankers, Inc., to Joshua Hendy Corp., and assumption by the 
latter of certain assets "and liabilities of Pacific Tankers in accordance with 
purchase agreement; considering contracts between Pacific Tankers and United 
States Navy Department and United States Maritime Commission and the 
assumption of the obligations of Pacific Tankers under these contracts by 
Joshua Hendy Corp.; considering the problem of possible jurisdictional conflict 
in the event these vessels were manned by members of the Sailors Union of 
the Pacific and conferring with you regarding minimizing this risk by obtaining 
appropriate consent from officials of the SIU ; planning procedure to be followed 
at the closing; conferring with you and counsel for the bank regarding loan 
from National City Bank in the amount of $1,500,000 to be secured by a second 
preferred fleet mortgage on your vessels Camas Meadows, Fort Bridger and 
Lake George— 


those are also some of the vessels involved here 





engaged on the details of this loan including preparing promissory note and 
fleet mortgage; considering at length the question of assignment of charter hire 


> 


on these 3 vessels as further security for the loan; attending at the closing at 
Schroder Trust Co., at which the $100,000 escrow fund was released to the 
representative of the seller and a check in the amount of $1,900,000 was delivered 
to such representative in exchange for certificates evidencing 19,695°%4 shares 
of capital stock of Pacific Tankers together with various other documents all 
as more fully set forth in the memorandum of closing and related matters, a 
copy of which has been supplied to you; attending directors meeting of Pacific 
Tankers subsequent to the closing; recording fleet mortgage at the custom- 
house, New York, home port of the vessels; the mortgage will be endorsed on 
the ships’ documents upon their next return to port; miscellaneous corre- 
spondence, conferences and advice. 

Does that refresh your recollection that it was more than advice 
that you people gave Mr. Onassis or that you actually took part in 
helping him obtain and draw certain of the mortgages or other docu- 
ments of the vessels involved in the transaction ? 

Mr. Browne... I think there were other bills beside that you have 
only given part of it. 

Mr. ZeLeNKo. This was one of them? 

Mr. Brownett. I have no reason to question that. 

Mr. ZeLtENKO. Does this refresh your recollection that it was more 
than advice that Lord, Day & Lord gave him ? 

Mr. Browne. No, that is all legal advice. Otherwise we wouldn't 
be handling it. 

Mr. Zetenxo. This constitutes acting as lawyer and client, does it 
not 7 

Mr. Brownety. That is what legal advice is. 

Mr. Zetenxo. He was your client ? 

Mr. Brownetyi. That is right. 

Mr. Zetenko. Now there are other bills which I shall not read. I 
will read them if you want to. 

Mr. Brownetu. It makes no difference to me. 

Mr. Zevtenko. This indicates, does it not, that it was more than 
mere advice, that you actually drew papers for them and took part in 
directors’ meetings. 

Mr. Brownetyi. That is what I call legal advice. 

Mr. ZeLeENKO. You went to the banks about loans. 

Now, the committee also received from the Victory Carriers some 
bills and amounts which were paid to Lord, Day & Lord, showing 
services in 1948 and 1949. They, of course, allude to these services. 
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These are their official business records showing that Lord, Day & 
Lord, your firm, did some work in 1949 and 1948. That is what these 
bills deal with. 

We have another document from them entitled, “Other Legal Ex- 
penses on Account of Mortgage Loans Amortized, and to Lord, Day 
& Lord, and, of, course, I am not talking of amounts now because I am 
not inter ested in that. 

During the period February 27, 1948, to September 19, 1949, there 
was a certain sum which was given or paid to Lord, Day & Lord. That 
is back in 1949. 

Here is an item of a certain sum for legal services, Lord, Day & Lord, 
for March 20, 1948, to March 20, 1953. 

I will show it to the chairman. 

Mr. Brownewui. I am advised and believe that there were no legal 
services rendered after June 1950. 

Mr. ZeLENKo. In other words, on this item which I just read which 
goes past the point when you were inducted as Attorney General, 
you do not have any knowledge ? 

Mr. aa iy I believe that to be in error. 

Mr. ZeLenKo. You believe that to be in error? 

Mr. Brownewu. Yes, sir. 

Mr. ZeLENKO. I submit to you that that is one of the documents 
submitted to the committee by the treasurer of Victory Carriers who 
came here with the figures. 

Now, I want to get b: ack, if you do not mind, to right after the settle- 
ment of the case in December of 1955, and before the trust which was 
August 10, 1956. 

Now, at that time Mr. Onassis was supposed to make this trust ef- 
fective, that is, to turn over to the trust his interest in these various 
companies. That was part of the settlement, just to have a trust. 

Last year in the record, and I ask you whether you can explain this, 
there was put into the record by Mr. Doub a letter dated March 20, 
1956, about 3 months after the settlement, and it was addressed to Mr. 
Onassis, care of the United States Petroleum Transport, 655 Madison 
Avenue, and it was written by Warren E. Burger, Assistant Attorney 
General. 

DEAR Mr. ONASSIS: Receipt is acknowledged of your letter of March 1, 1956, 
requesting approval by the Department of your acquisition of certain outstand- 
ing stock of United States Petroleum Carriers, Inc., and Trafalgar Steamship 
Corp. solely for the purpose of transferring such stock to a trust for the bene- 
fit of your minor children who are citizens of the United States. 


This is the part I am going to read which I would like you to ex- 
plain because you were Attorney General at the time. 


In the light of restrictions now in effect with respect to the purchase of stock 
by noncitizens, we believe approval of acquisition of the stock by you would 
have to be obtained from the Maritime Commission. 

Such approval would not seem necessary, however, in the special circum- 
stances of this situation, if the stock, although paid for by you, were acquired 
in the name of any citizen to be held for the benefit of your minor children for 
the sole purpose of being subsequently transferred in trust for their benefit 
in carrying out the citizenship requirements of the December 21, 1955, settle- 
ment agreement. 

Yours very truly— 

28919--58—— 23 
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Now, here apparently Mr. Burger, your assistant, is telling Mr. Onas- 
sis that it is all right for him, Mr. Onassis, to go ahead and buy that 
stock in the name of any American citizen so that the American citi- 
zen could put it into the trust. 

Is that not the very thing for which he had been indicted ? 

Were you people not telling him to go ahead and do the very thin 
on March 20, 1956, for which he het been indicted and for whic 
later the case was dismissed ? 

Mr. Brownetu. I would doubt that. To the best of my recollec- 
tion, I never saw that letter and it would not have come to my atten- 
tion in the ordinary course but I would feel sure that, if Mr. Burger 
wrote that, he is a very able lawyer and it must be correct legally; 
but it never came to my attention and I cannot therefore answer 
your question because I had no knowledge of it. 

Mr. ZetenKxo. Well, at that time, of course, you had known that 
Mr. Onassis was in the matter and you knew all about Onassis and 
the matter. The case had been dismissed. 

Mr. Browne.. I wouldn’t say I knew all about Onassis, no. 

Mr. ZetenKko. You say that this was a proper thing to do to have 
this man go out and buy stock in the name of an American citizen 
and then have that American citizen put it in the trust. In your 
opinion, you say that was proper ? 

Mr. Browne tu. I wouldn’t want to pass judgment on that opinion 
because I had nothing to do with it. I don’t know the facts and cir- 
cumstances at the time but I have great confidence in Judge Burger’s 
legal ability and I imagine that it was drawn with his usual care 
and legal acumen. 

Mr. Zetenxo. As a matter of fact, there was testimony here last 
year that Mr. Burger did not even sign that letter, that one of the 
other assistants, a Mr. Colby, sent that letter. 

Do you know Mr. Colby ? 

Mr. Brownety. You said a few minutes ago when you asked the 
question that it was from Mr. Burger. 

Mr. ZevenKo. His signature. But Mr. Colby said last year that 
he sent the letter. 

Mr. Brownett. Mr. Colby is a longtime career man in the Depart- 
ment of Justice, for many years a head of one of the sections in the 
Admiralty Division. His legal opinions have stood up through the 
years, and I think everybody has recognized, many of my predeces- 
sors did and I came to, myself, that he was a very capable career 
lawyer. 

Mr. ZetenKo. Here is what Mr. Colby said at that time. 

We asked him: 


How did you happen to write this letter because apparently this man was 
not going to go through with what the law required. 

Mr. Colby told us this. You say that this is proper. 

The following is an exact quotation from Mr. Colby’s testimony. 
We asked why Ee sent a letter like that asking this man apparently 
to do the same thing for which he had been indicted. He said: 


Mr. Zelenko, it may have been an error of judgment on my part, but I cer- 
tainly approached the thing from the opposite end from what you do * * * 
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I said: 

Why in the world do you have to have Mr. Onassis, an alien, collecting this 
stock to turn it over to the Grace National Bank, when ordinarily you have 
brokers or escrow agents to do this thing? Why have Mr. Onassis, an alien, 
brought in here at great bother to the Maritime Administration and to the 
Department of Justice—and if I may be so foolish as to say so—to me to have 
this accomplished. 

Mr. Colby is telling us that going through the form required by 
the law was just a big waste of time. 

Do you say that that was acting properly ? 

Mr. Browne tu. I would say you went to the right source when you 
asked Mr. Colby about Mr. Colby’s letter. 

I would not want any failure on my part to speak up to be consid- 
ered as any reflection on Mr. Colby’s integrity or his ability. He has 
been there for many years and many Attorneys General have found 
him to be a very capable public servant. I believe if he wrote that 
letter he believed it to be in the public interest and a correct state- 
ment of the law. 1 

Mr. ZeLenxKo. Of course, he indicates that it is not a correct state- 
ment of the law. It is merely a way of speeding this thing up. 

I would suggest to you, Mr. Brownell, if I may, that you have told 
us when we ed questions, “You see, Mr. Doub. He knows more 
about this. See Mr. Krouse. He knows more about this. See Mr. 
Colby. See Mr. Burger.” All of this was under your supervision. 
You were the Attorney General, were you not ? 

Mr. Browneti. I was Attorney eure from January 1953 to 
November 1957. 

Mr. Ze.EnKo. I know that, when all of this took place. 

Mr. Browneu. Some of it. 

Mr. Zetenxo. And the responsibility ultimately is yours, is it not? 

Mr. Browne t. I can accept full administrative responsibility for 
anything that occurred in the Department of Justice during my term 
of office there. 

Mr. ZELENKO. What do you mean by administrative? You take 
responsibility for the acts whether they are good or bad? 

Mr. Browneuu. Yes, I take the bows for the things that turn out 
right and the blame for the things that did not turn out. In this 
case, I believe it was a very satisfactory settlement from the public 
standpoint. That is my view. 

Mr. ZeLeNnKO. I see. Let me ask you this. I want to get back to 
this telegram that you say created some discussion in the Department 
of Justice, a telegram that Mr. Onassis sent to you. 

At the time the telegram was received, did you discuss with any- 
body in the Department the fact that your office had represented 
Onassis in this transaction or part of it while you were practicing as 
a private lawyer ? 

Mr. Brownetu. No, I think that would have been improper and I 
did not. 

Mr. ZELENKO. What was that ? 

Mr. Browne tt. I think it would have been improper for me to do 
So 


Mr. ZELENKO. What would have been improper? 











352 TRADE-OUT AND BUILD ACTIVITIES OF ONASSIS COMPANIES 


Mr. Browne tu. For me to tell them about it. 

Mr. Zetenxo. I see. You mean it would have been improper for 
you to disclose your prior interest, whatever it was, in this same mat- 
ter ¢ 

Mr. Browneti. I had no prior interest in this same matter. We 
have gone over that several times. 

Mr. Zetenxo. I know we have and I think you have indicated that 
you had a monetary interest in it, you had sh: ared in the fees. 

Mr. Browne tt. I shared in the fees back in 1948, 1949, and 1950 
on the legal advice which we gave. 

Mr. ZeLtenxKo. This man had been a client and he had paid fees to 
your office in which you shared and that advice, or whatever you 
would call it, had been part of what this indictment and civil action 
was later made up of. 

Mr. Brownenu. The advice that was given, I am sure was sound 
and is sound today. It was only the fact that years later facts oc- 
curred which, taken in combination with everything that had gone 
theretofore in the case, people in the Justice Department before my 
time believed made it proper to present this case to a grand jury. 

Mr. ZetenKko. However, when the indictment was returned, you 
were Attorney General. 

Mr. Brownetu. Yes, and [ think it would have been improper to 
drop the case when I came in. I accepted the advice of those who had 
gone before me and those who were serving in my administration. It 
was uniformly to carry on in the course that was taken. 

Mr. Zevtenxo. Yes, but I am interested in this. You had —— 
monetarily and you had had a monetary interest in this matter or as 
a partner, and you had inherited an investigation now in your offici ‘ial 

capacity. Had you disclosed to anybody, your superiors, that you had 
had a monetary interest in this matter at the time that you acted in 
your official capacity? Did you disclose that to anyone regardless 
of whether you inherited or any other way ? 

Mr. Brownett. Well, I wouldn’t want by answering that question 
to imply that I had any monetary interest in the matter that was 
being considered by the Government but, if you are asking me 
whether I told anyone in the Department about the fact that George 
Lord had given these opinions back there some years ago, to the best 
of my belief and recollection. I did not tell them and, as I look it over 
now, it would have been improper for me to do so because it might 
have indicated that I did have some interest in the matter. 

Mr. Zetenko. I want to go past this point about whether [ imply. 
I say, and do you not agree, that it is more than an implication that 
you had shi ured monet arily in the Onassis fees? You do not deny 
that, do you? 

Mr. Browne -. I will stand on the statements that I have made up 
to now. 

Mr. ZeLtenKo. Well, do you deny it? 

Mr. Browne tt. I will stand on the statements that I have made. 

Mr. Zerenxo. Let me ask you, do you admit that you have shared 
the Onassis fees? If you give an answer, I will not pursue the point. 

Mr. Brownett. I have given an answer. 

Mr. ZeLtenkKo. What is the answer ? 

Mr. Brownett. Mr. Chairman, will you have the reporter read it! 
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The Cuarrman. I think the witness formerly said that he had. 

Mr. Zetenxo. All right. 

Did you not have a duty to disclose your prior financial interest 
in this matter in which you acted in an official capacity to your supe- 
riors, perhaps to the President ? 

Mr. Brownett. I think if I had done so it would have been im- 
proper because I had given no advice, neither had the firm, on the 
matter that was before the Government and I would have been imply- 
ing that I had some special interest; and I wanted this case handled, 
as I am sure that you all realize by now it was handled, in the ordi- 
nary course without any interference from above, by career people 
and capable lawyers in the Department just as any other case of the 

same type would have been handled. 

Mr. Zetenko. Except for one thing: that in this particular case 
you had had a financial interest in a part of the matter in which you 
were acting in an official capacity and that makes it a little different, 
does it not i 

Mr. Brownetu. To you evidently. Under the facts of this case, 
you evidently see something there that I do not. 

Mr. Zevenko. Is Mr. Burger a career man? You said it was han- 
dled only by career people. 

Mr. Brownetu. I did not. You do not listen to my answers. 

Mr. ZeLENKO. I will listen to it. Was Mr. Burger a career man? 

Mr. Brownett. May we have that read back? I hate to be mis- 
quoted all the time. 

The Coarrman. Read it back. 

(Record read.) 

The Cuarrman. Is that the part? 

Mr. Browne tu. That is the proper part. 

Thank you, Mr.Chairman. Istand on that answer. 

Mr. ZeLenKo. Mr. Burger was not a career man. 

Mr. Browne... No, but he was a capable lawyer. 

Mr. Zetenxo. I donot say he wasnot. Did he follow orders? 

Mr. BrowneEtu. No; he is not that type of man. 

Mr. ZELENKO. Lf you gave him orders, would he? 

Mr. Brownetx. You should have in mind, if you haven’t, by reason 
of prior testimony the picture there in the Department of Justice. 
The man who is at the head of the Civil Division or the Criminal Divi- 
sion is the head of an office that is larger than any private law office in 
the United States. He must be, and in the ordinary course he is, a 
man of the highest skill and attainment in his profession who passes 
judgments on ‘thousands of important cases every year, some of them 
involving the most important constitutional and monetary problems 
with which the Government has to deal. 

I would say that these Assistant United States Attorneys General 
by and large are the most overworked, underpaid men in the Govern- 
ment, and they should not be at any time considered by this committee 
as men who follow orders. They are men of the highest professional 
standing who in the experience that I have had w ith them in this and 
prior administrations, the ones that I have known personally, leave 
nothing to be desired in the way of high professional standing. 

Mr. ZetenKo. Per haps your idea of following orders and mine is 
different. You may be implying something there which I am not. 
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You are the Attorney General. If you suggest to one of your assist- 
ants that a certain direction be taken you would expect that it be done, 
would you not? 

Mr. Browne. I have already testified that in this case I did not 
do that. 

Mr. ZeLENKO. Well now, let me ask you this. Coming down to the 
discussion in the Department of Justice about Mr. Onassis’ telegram, 
who took part in that discussion ? 

Mr. Browne.u. I can’t remember who called it to my attention, 
Probably my executive assistant or the public information man, some- 
thing of that sort, told me that he was going to submit himself to the 
jurisdiction of the courts here. That was a matter of importance be- 
cause without that we would not have had the success that we had in 
these cases because he was abroad when the indictment was returned 
as I remember it, and it looked as though for a long time that we would 
not be able to get jurisdiction over him. 

Mr. ZetenKo. He was indicted without jurisdiction, was he not? 

Mr. BrowneE.u. That is my recollection ; yes, sir. 

Mr. Zecenxo. Let me ask you this, sir. 

Mr. Browne. That is why it was important that he came back 
and we had a chance to go ahead with the case. 

Mr. ZeLenKo. And he sent this telegram to you and that was the 
subject of discussion and at that time he was an indicted defendant, 
was he not? 

Mr. Browne... Yes. 

Mr. ZetenKo. All right. 

Now, there has been testimony here by Mr. Onassis and his lawyer 
that they knew at the time of the indictment of the connection of your 
law firm with this matter. 

N om, did they ever discuss that you you or any one of your assist- 
ants ¢ 

Mr. Browne t. Certainly not with me. I didn’t know Mr. Onassis, 
hadn’t met him then. 

Mr. ZevenKo. I see. You know, as a lawyer, do you not, that they 
could have moved to dismiss the indictment on the grounds—— 

The Cuarrman. Just a minute. I will recess for 10 minutes to go 
to this rollcall. 

(Short recess.) 

The Cuarrman. The committee will resume. 

Mr. Zevenxo. Mr. Brownell, you would agree, would you not, that 
Mr. Onassis being a client of yours or a client of your law firm and 
a man who is an enterpreneur and businessman would know what he 
was paying for if he paid for something ? 

Mr. Browne t. I wouldn’t have any comment on that. 

Mr. ZetenKo. Well, would you say he would be in a position to 
know what he paid your law firm fees for? Heswore to us that what 
he paid your law firm for, the fees, the advice and drawing the docu- 
ments, was the very matter for which he was later indicted. He would 
be in a position to know what he paid for in that circumstance; would 
he not? 

Mr. Browne... I certainly would not accept that as a correct state- 
ment. 

Mr. ZevenKo. I see. You say that he was incorrect when he gave 
that testimony ? 
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Mr. Browne. I would say if he made such statement I don’t know 
the context of it but it sounds completely wrong to me. 

Mr. ZeLENKO. May I read you some of his testimony ? 

Mr. BrowneE.u. Suit yourself. 

Mr. Zetenxko. Part of the testimony I read you this morning and 
I will continue from there. He went to Lord, Day & Lord, they were 
his lawyers too, and he was asked, were you a member of that firm, 


and he said: 


Mr. Brownell was a member of that firm, yes. 

Mr. ZELENKO. Tell us what they told you to do. 

Mr. Onassis. Now, the law firm, all these lawyers, they said, “You can go 
ahead and set up, find an American citizen. Whether he is poor or rich doesn’t 
make any difference. Give him the controlling interest and you hold the mi- 
nority interest. 

Mr. ZELENKO. Let me interrupt. 

They said, “You give this American citizen the controlling interest and you 
hold the minority.” That is what you are telling us. 

Mr. Onassis. Make it a thousand dollar par value stock. It goes like giving 
agift. What’s the difference. They didn’t put any money. They knew all that. 
All that was in the paper. 

Mr. ZELENKO. By the way, that was the same Mr. Brownell who later became 
Attorney General and you were indicted by him. Is that the same man whose 
law firm had been advising you about this? 

Mr. ONAssis. You know, Mr. Zelenko. 

Mr. ZELENKO. Can younot tellus? Is that the same man? 

Mr. Onassis. Mr. Brownell was the Attorney General. 

Mr. ZeELENKO. Was he the same man who threw the case out later? Was it not 
he who dismissed the case against you? 

Mr. ONAssIs. Well, he was still Attorney General. 

Mr. ZELENKO. Now, go ahead with the beginning of the story on what they 
advised you to do. 

Mr. Onassis. He made his thousand dollars. 

Let me correct. I withdraw. 

It was $1,000 par value stock. He came in and paid something. What did 
he pay? Idon’t remember. 

He paid his share. Then the capital increased and he put some more money 
in it. 

Now, what do you want to answer Mr. Zelenko? 

The CuHalRMAN. How you proceeded. 

Mr. Onassis. Excuse me. Here comes the biggest part of the story. This is 
the finishing touch. 

I tell Mr. George Lord, “Mr Lord, in spite of all these opinions, will you please 
ask the Maritime Commission General Counsel—what was his name?—Walker 
and Goertner to confirm your opinion?” 

He said, “That isa good idea. Why not.” 

So they write the Commission. In those days the Commission was different. 
There were five Commissioners. 

He answers back that he agrees with the opinion of Lord, Day & Lord, upon 
which you couldn’t ask for more assurance because, gentlemen, who should be 
more concerned about not violating the law? Certainly the one who puts the 
money and risks his neck and not the one who doesn’t put money; right? 


Then his lawyer, Mr. Ross, said: 


May I say something? 

Mr. ZELENKO. Just a moment now. I would like to ask you this. What you 
are trying to tell us now is that when you went into this ship deal originally this 
firm of Lord, Day & Lord said, “Look. Get an American citizen.” 

Mr. Onassis. They were not the only ones. 

Mr. ZELENKO. They were among those? 

Mr. ONASSIS. Among those; yes. 

Mr. ZeELENKO. You were following the advice of these lawyers. If they had 
not told you to do it, you say you would not have done it, but you followed their 
advice. 

Mr. Onassis. Definitely, sir, and we paid fancy prices, believe me. 
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Now, there is some testimony of Mr. Onassis. 

Mr. Browne.u. That is a pretty good w ay to characterize it. 

Mr. ZeELENKO. However you characterize it, Mr. Brownell, the testi- 
mony does deal with this particular deal and he s says that your law 
firm was among those that advised him on it. I think that is clear no 
matter how you characterize it. 

Mr. Browne. Would you be interested in knowing the facts? 

Mr. ZeLtenKo. Well, we have been trying to get the facts, Mr. 
Brownell, and if you are ready to give them to us, we will listen. 

Mr. Browne u. I have here, Mr. Chairman, in case it is of any 
interest to the committee, the ¢ omplete set of the opinions given during 
those years, 1948 to 1950, which will show how inaccurate this state- 
ment is. 

The Cuarrman. I want the witness to offer such evidence and such 
testimony as he may care to offer. 

Mr. Brownett. Is any member of the committee interested in it, Mr. 
Chairman ? 

The Cuatrman. It is not clear to me just what you refer to, sir. 

Mr. Browne t. I have here a collection of the opinions given by the 
firm of Lord, Day & Lord to Mr. Onassis and the companies back in 
the years 1948 to 1950. 

Mr. ZeLENnKO. Mr. Brownell, if I may interrupt you, I just want to 
read some additional testimony which he gave which I just found on 
the same subject and then I will conclude, with your permission, and 
you may go ahead. 

Now, Mr. Onassis tell us about sending a telegram : 

Where did you send the telegram to? 

Mr. ONAssSIs. From New York to the Attorney General of the United States. 

Mr. ZELENKO. That was the man whose law firm had advised you on some of 
those deals previously and for whom you paid fees? 

Mr. ONasSIs. Yes, sir. 

. Mr. ZELENKO. In the same matter? 

Mr. OnAssIs. In the same matter. 

I just want to conclude with that additional testimony that he gave 
on this subject in which he testified under oath that it was the very 
same matter. 

The Cyatrman. The witness has the privilege of explaining the 
situation if he desires to do so. 

Mr. Browne.u. If any member of the committee would like to see 
these opinions, I would be glad to present them. 

Mr. Totierson. Would the gentleman yield for a question? 

Mr. ZecenxKo. I yield. 

Mr. Totterson. Would these be in the nature of privileged com- 
munications if we were in a court of law ? 
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Mr. Browne.u. I considered the communications and it seems to me 
that the former client back in 1948 or 1950 has opened the door to this 
so that I have researched that question and think that I would not be 
in any way violating my professional obligations by showing these, if 
any member of the committee desires so to have them in order to have 
the facts. 

Mr. ZeLenKO. Will the gentleman yield one moment on that? 

Mr. Totuerson. Yes. 

Mr. ZELENKO. Do you feel, Mr. Brownell, that your client having 
told us about the transactions that the matter would not be privileged ? 
It goes to the client, does it not, and if he exercises the privilege and 
lets it out, I do not think that you are bound any more. 

Mr. BrowneEtu. That is the way I look at it. 

Mr. ZetEnxKo. In regard to opinions, the bill that I read you before 
is for legal services, is it not, actually drawing papers, organizing a 
company, getting mortgages ? 

Mr. Brownetu. I am glad you have come to the opinion now that 
it was legal services, yes. 

Mr. ZeLenxKo. It was legal services. 

Mr. Brownetu. I am glad that you agree now. You seemed to 
have some doubt about that before. 

Mr. ZetENnKO. No, I say that rendering legal services is more than 
giving a legal opinion, is it not ? 

Mr. Brownetu. Yes. Now you are on the right track. 

Mr. ZeLENKO. You are agreeing now to the fact that your firm did 
perform services, is that right ? 

Mr. Browne t. I have taken that position right from the begin- 
ning. 

Mr. ZetenKo. I see. You say now that your firm performed 
services ? 

Mr. Brownetu. Rendered legal services. 

Mr. ZetENKO. Which is more than giving opinions. 

Mr. Browne. Yes, that has been my position from the begin- 
ning. 

Mr. ZetenKO. Thank you. 

Mr. Totxerson. I have finished. That question of privilege came 
to our mind and I thought we ought to raise it. 

The Cuarrman. Do you care to look at the opinions? 

Mr. Totierson. I do not care to look at the opinions. 

Mr. Brownetu. Do you, Mr. Zelenko? Did you want to see these 
opinions ? 

Mr. ZetenKo. No, I am not interested in them, sir. We have the 
statements that your firm rendered. 
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Mr. Browne.u. Very interesting. ono 
Mr. ZeLenKo. If you want to look at them. With the chairman’s 
permission, I would like to have these made part of the record at 
this time. 
The CuarrMan. Without objection, so ordered. PA 
(The documents referred to follow :) - 


UNITED STATES PETROLEUM CARRIERS, INC. 
RE: PACIFIC TANKERS, INC. 


Memorandum of legal services rendered from 
January 3, 1949, to date 


Conferring with you with reference to your proposed purchase of the stock of 

Pacific Tankers, Inc., the principal assets of which at the time of the purchase 
would be the tankers McKittrick Hills and Montebello Hills; subsequently con- 
ferring at length with representatives of the sellers in connection with negotia- 
tions for the purchase of the stock; preparing stock purchase agreement calling 
for the purchase of 19,6954 shares of the capital stock of Pacific Tankers, Inc., 
for $2 million cash based upon a net worth as of January 31, 1949, of $1,800,000; 
preparing escrow agreement appointing Schroder Trust Co. escrow and attend- 
ing at Schroder Trust Co. in connection with depositing $100,000 in escrow as a 
payment on account of the purchase price; preparing agreement supplementing 
the stock purchase agreement and preparing supplement to escrow agreement; 
preparing and/or examining, among other documents, the various documents 
listed in the table of contents to the bound set of closing documents previously 
supplied to you and conferences and correspondence with you, various repre 
sentatives of the seller, and the escrow agent regarding many of these documents 
and related matters; considering relationship of Pacific Tankers, Inc., to Joshua os 
Hendy Corp. and assumption by the latter of certain assets and liabilities of 
Pacific Tankers in accordance with purchase agreement; considering contracts 
between Pacific Tankers and United States Navy Department and United States * 
Maritime Commission and the assumption of the obligations of Pacific Tankers 
under these contracts by Joshua Hendy Corp.; considering the problems of pos- ak 
sible jurisdictional conflict in the event these vessels were manned by members 
of the Sailors Union of the Pacific and conferring with you regarding minimiz- _— 
ing this risk by obtaining appropriate consent from officials of the SIU ; planning 
procedure to be followed at the closing; conferring with you and counsel for the 
bank regarding loan from National City Bank in the amount of $1,500,000 to be 
secured by a second preferred fleet mortgage on your vessels Camas Meadows, 
Fort Bridger, and Lake George; engaged on the details of this loan including 
preparing promissory note and fleet mortgage; considering at length the ques- 
tion of assignment of charter hire on these 3 vessels as further security for the 
loan; attending at the closing at Schroder Trust Co. at which time the $100,000 
escrow fund was released to the representative of the seller and a check in the 
amount of $1,900,000 was delivered to such representative in exchange for cer- 
tificates evidencing 19,6954 shares of capital stock of Pacific Tankers together 
with various other documents all as more fully set forth in the memorandum of 
closing and related matters, a copy of which has been supplied to you; attending 
directors meeting of Pacific Tankers subsequent to the closing; recording fleet 
mortgage at the customhouse, New York, home port of the vessels; the mort- 
gage will be endorsed on the ships’ documents upon their next return to port; 
miscellaneous correspondence, conferences, and advice. 
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PACLFIC TANKERS,,JNC. 2 
52 Broadway Duplicate 
Room “1905 ~ 25 BROADWAY 


New York, N. Y. 
Pocaatreneaokisins NEw YorK 4, N. Y;,Recember 2, 1949 __ 


To LORD, DAY & LORD, Dr. 


For legal services from March 30, 
1949 to date, in accordance with the attached 


memorandum. $750.00 


7 269 


wo 
\ Ny 

\/ 

{a 

PaAciFIc TANKERS, INC. 


Memorandum of professional services rendered 
from March 30, 1949, to date 


Conferring with you from time to time regarding miscellaneous questions 
arising out of the contract between United States Petroleum Carriers, Inc., and 
the former stockholders of Pacific Tankers, Inc., for the purchase of such stock; 
considering question of revision of ship’s articles on the Montebello Hills; ad- 
vising you with reference to the right of company to purchase additional ves- 
sels, as affected by provisions of Government mortgages; considering the ques- 
tion of recording bills of sale of vessels purchased while outside the United 
States; advising you regarding miscellaneous coastwise trading problems, as- 
signability of charters and related matters; considering and advising regarding 
provision in charter party giving owners option to substitute 1 or 2 named 
vessels; engaged on question of canceling west-coast labor contracts, and ad- 
vising on new contract with East Coast Marine Engineers Beneficial Association; 
engaged on question of having all contracts with same union. 
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UNITED STATES PETROLEUM CARRIERS, INC. 


Memorandum of professional services rendered 
from March 80, 1949, to date 


Considering further revisions of agreement with Ariona with reference to 
furnishing of security by Ariona and revisions of the form of note to be given 
to Ariona; miscellaneous conferences and correspondence with you regarding 
report of your auditors, Arthur Anderson & Co.; conferring with your Wash- 
ington attorneys regarding various revisions of Ariona agreement ; miscellaneous 
advice from time to time regarding problems arising in connection with your 
ship mortgages and charters covering your vessels; conferring with you re 
garding labor matters relating to crews of vessels; engaged on various labor 
contracts and conferring at length with you and representatives of Engineers 
Union, Masters, Mates & Pilots Union, Radio Officers Union, and Seafarers In- 
ternational Union regarding contracts; considering question of advisability of 
placing foreign seamen on vessels engaged in foreign trade; examining the au- 
thorities regarding the employment of foreign seamen on a United States vessel. 

Examining proposed rider to income-tax return and conferring with you re- 
garding same; preparing revision of income-tax rider. 

Drafting revised purchase agreement with United Boat Service Corp. and an 
extension of the purchase agreement; acting as escrow agent for purchase; pre- 
paring papers for and attending at the closing on October 26, 1949; miscellaneous 
conferences and correspondence regarding same. 

Discussing with you general problems of use of foreign vessels in the whaling 
trade and apportionment of alien ownership and shares in American whaling 
corporations; examining proposed contract for the purchase of corvettes and 
examining proposed bill of sale covering said vessels. 
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Mr. ZetenKo. Mr. Brownell, Mr. Onassis also stated that some time 
after the telegram was sent to y ou that he, who was an indicted defend- 
ant, got into contact with Mr. Burger, your assistant, and thereupon 
he personally—and against the advice of his lawyers but his lawyers 
came along with him—went into the negotiations for the settlement 
of this entire matter, civil and criminal. That is his testimony. Is 
it the practice of the Attorney General’s Office to permit, usually, an 
indicted defendant to discuss his case with the prosecuting officers ¢ 

Mr. Brownett. I doubt if he discussed the indictment beause that 
was a criminal matter and would be in the other division. 

Mr. ZeLENKO. I will read you some of his testimony but I will sum 
it all up to you in just a moment because it might refresh your 
recollection. 

He said, and this is practically verbatim, that the first thing he did 
was get in touch with Mr. Burger and he said, “What's 4 ransom ?” 
and they went into a long series of negotiations over a period of a 
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number of months. He said 7 times, 10 times, 12 times, and he was 
asked by the committee, and I will read you his testimony in a moment, 
“What were you doing, settling the civil case,” and in substance he kept 
saying, “No, the whole idea was the criminal case. I didn’t care about 
the money. All I wanted to do was to settle it up.” 

Now, do you say that he is incorrect in that? I will read you his 
testimony. Hestarts off by saying this: 

I did most of the negotiations with the Department of Justice. I carried most 


of the negotiations, not the end of the settlement, but the beginning and of the 
middle. 


Mr. Browne. That sounds like Casey Stengel. 

Mr. ZeLenNKO. That may be so but I cannot comment on this dis- 
tinguished testimony. I am interested in whether an indicted defend- 
ant usually discusses the settlement of his criminal case with the 
Attorney General’s Office. 

Here on page 426, Mr. Cowen, the counsel, says: 


Mr. Onassis, you say that you negotiated with Mr. Warren Burger, of the 
Justice Department ? 

Mr. ONASsIs. Yes, sir. 

Mr. Cowen. That you yourself instituted with him the agreement to settle? 

Mr. Onassis. The basis of the agreement. 

Mr. Cowen. In other words, you started with Mr. Burger. 

Mr. Onassis. And my lawyers were there. 


There he is starting to talk about it. We will get to the criminal case 
> > 
in just one moment. 
I said: 


Who appeared for you in the criminal suit? 

Mr. Onassis. Mr. Ross. 

Mr. ZELENKO. Who else? 

Mr. Onassis. And Mr. Leahy. 

Mr. Ze_tenKo. And did you tell your lawyers that you were going to go down 
personally to talk to the Assistant Attorney General about settling these cases? 
Did you tell that to your lawyer? 

Mr. Onassis. Yes, and they didn’t like the idea very much. 

Mr. ZELENKO. You did anyway? 

Mr. Onassis. Yes, sir, and I am very proud about it. 

Mr. ZELENKO. Did the Assistant Attorney General talk to you personally about 
some of these cases? 

Mr. Onassis. Oh, yes; sitting there with the lawyers and everybody. 

Mr. ZELENKO. Your lawyers were present, too? 

Mr. ONAsSsIS. Oh, yes. 


Then he tells us it was sometime in the spring. This is the question: 


You see why, Mr. Onassis. I will give you the purpose of the question. 

Last year Mr. Warren Olney, who was in the Department of Justice, told us 
that only a lawyer named Mr. Tuttle came down to discuss it. 

Mr. Onassis. That’s the criminal. 

Mr. ZELENKO. Yes, the criminal. He didn’t mention a thing about you. 

Mr. Onassis. I think I tried to see Mr. Olney, but he turned me down. He 
was the criminal lawyer. But Mr. Warren Burger was the civil, and he did the 
negotiations. 


I said: 


What was the first thing you said to Mr. Burger? 
Mr. Onassis. What’s the ransom? 

Mr. ZELENKO. What is the ransom? 

Mr. Onassis. Yes, sir. 
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I do not mean to skip if you want something else here. I want to 
get down to this part about the criminal case. “Then, on page 492, he 
said: 


Mr. Burger, if I had done all this in England or in some other country I would 
have been knighted. Here I am being indicted. 


He said the horse trading started. It went on for about 8 months. 
On page 493: 


Mr. ZELENKO. You were the one that took the active part in the negotiations. 
Is that right? 

Mr. Onassis. Yes. I'd say “What’s their answer? I want to be a free man 
again.” 


Tasked him: 


Talking about being a free man again, tell me what part of the discussions were 
involved with the criminal case against you. 

Mr. Onassis. I specifically, Mr. Zelenko. Whether the egg came before the 
hen or the hen after the egg I don’t know. That was a technical thing. 

Mr. ZELENKO. I don’t care which came first, but I want you to tell us what 
discussions you had with Mr. Burger about the criminal phase of your case. 

Mr. Onassis. The understanding was, I told Mr. Burger repeatedly, I said, 
“Mr. Burger, I feel that we are so innocent and so right that I challenge you if 
you remove that indictment. I will continue litigation with you and I will win 
it, and if it takes me the rest of my life.” But he wouldn’t do it. 

Mr. ZELENKO. He wouldn’t do what? 

Mr. ONAssIS. He wouldn’t remove the indictment. 

Mr. ZELENKO. He didn’t remove the indictment? 

Mr. Onassis. No, because that was the argument that he had in his head. 
That was the ransom. 

Mr. ZELENKO. But the indictment was removed, was it not, from you person- 
ally? 

Mr. OnAssIS. Later. 


I am just giving you testimony up to the point where he talks about 
the criminal case. 
Now, then, he was asked this question : 


The question is this: When the case was finally settled in accordance sub- 
stantially with what Mr. Ross just told us but at the very same time the 
criminal case was disposed of. 

The indictment against you personally was dismissed and against Mr. Becker 
and some other individuals and some of your corporations, I believe, pleaded 
guilty and paid some fines. 

Now, what I want to know is, Will you give us the discussions in relation to 
the criminal phase of the case? 

Mr. Onassis. I think, Mr. Zelenko, that a child can see without being told that 
this whole thing starts from the criminal case. If there was no criminal case 
or if the criminal procedure, so to speak, was not available, there would have 
never been a case because there was no case and the facts and the subsequent 
settlements and all those things plus the previous advices, et cetera, the legal 
advices of the 375 lawyers plus the confirmation of the General Counsel of the 
Maritime Commission that “this is all right, you people can go ahead and buy 
ships,” all these facts tell you that, unless there was the means of an indictment, 
there wouldn’t have been any case. 

Mr. ZELENKO. What I mean is this: Did you take up during the course of your 
discussions the criminal case? I assume that you did. 

Mr. ONASSIS. must say that as I told you when I went the first word I said 
to Mr. Burger was, “What is the ransom, Mr. Burger?” That gives us all the 
answer. 

Mr. ZeELENKO. And what yOu mean by “ransom” was, “What about the crim- 
inal case?” 

Mr. Onassis. There was nothing but that. 

Mr. ZELENKO. That was what was in your mind? 

Mr. Onassis. In my mind. 

The CHAIRMAN. What is your definition of this word “ransom”? 
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Mr. Onassis. Well, it isn’t my definition, sir. “Ransom” means recapture of 
your freedom. By “ransom,” I mean release out of a certain position. * * * 

That is what Mr. Onassis was telling us he was doing during his 
negotiations, he was trying to settle up his criminal case. 

Later both cases were settled the same day, the criminal cases were 
dismissed. 

Now, I asked you originally whether it was the usual practice of 
the Attorney General’s Office to have an Assistant Attorney General 
or one of the other officials discuss a situation like that with an indicted 
defendant in person. 

Mr. Browne. I doubt very much that Mr. Burger discussed the 
criminal case with him. I wasn’t there, of course, but I know what 
the uniform practice was through the years in the Justice Depart- 
ment and he was the head of the Civil Division and he would have 
had no occasion or no authority to discuss the criminal case and my 
best judgment would be that he did not discuss it. 

Mr. Zevtenxo. Then you say that Mr. Onassis was mistaken in his 
testimony ? 

Mr. Brownett. I wasn’t there. I couldn’t say. 

Mr. ZeLENKO. I see. Now Mr. Olney told us last year that a Mr. 
Charles Tuttle had come in in the beginning of the proceedings and 

yanted to settle everything up as a package which was eventually 
done. 

Was that a usual procedure in a civil and criminal case ? 

Mr. Brownety. Don’t put the words in my mouth. I would say 
that was an incorrect description of what was done. 

Mr. ZeLtenKo. Would you say that was an incorrect description of 
what was done? 

Mr. Browne. Yes. 

Mr. ZetenxKo. I should like to read you what Mr. Olney told us 
about it. On page 224, I said to him: 


I want to get back to the time that Mr. Tuttle wanted to clean this up in a 
package and, even though you said— 


and that is to Mr. Olney— 


even though you said that the Department of Justice had no such thought in 
mind, both the civil and criminal cases were wound up on the same day; were 
they not? 

Mr. OLNEY. Certainly. 

Mr. ZELENKO. In effect, it was a package, was it not, with no strings around 
t; but it was a package? 

Mr. OLNEY. I would not call it that. 

Mr. ZELENKO. Well, it cleaned up the deal for the Department, did it not? 

Mr. OLNEY. Surely. 

Mr. ZELENKO. Is not that what Mr. Tuttle asked for when he first came to 
talk to you? 

Mr. OLNEY. Surely. 

Now, that sort of bears out my conception of what took place, 
does it not? 

Mr. Browne tt. I would say the opposite. 

Mr. ZetenKo. Well, here we have Mr. Olney telling us that Mr. 
Tuttle had come in in the beginning of the case, and I have other 
testimony. 

Mr. Brownetu. You always accept at face value what Mr. Onassis 
and his lawyers said. 

Mr. ZeteEnKo. What was that? 
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Mr. Browneti. You always seem to accept at face value what Mr. 
Onassis and his lawyers said. I don’t take that point of view. 

Mr. ZeLenKo. This is Mr. Olney testifying to what took place. 

Mr. Browne.t. As to what Mr. Onassis’ lawyer said. 

Mr. Zetenko. Well, I do not want to waste time. 

Mr. BrowNneti. W hy don’t you get on the Government’s side once. 

Mr. Zetenko. Maybe you did not hear what I said. 

Mr. Brownett. I heard it all right. 

Mr. Zevenxo. I said: “Is that not what Mr. Tuttle asked for when 
he first came to talk to you”—the talking about cleaning up the civil 
and criminal cases right in the beginning, and Mr. Olney said, 
“Surely.” 

Is not Mr. Olney there telling us that Mr. Tuttle came in wanting 
to clean up the civil and criminal cases in the beginning and that is 
what he got? 

Mr. Brownetu. Mr. Tuttle was Mr. Onassis’ lawyer. 

Mr. ZetENKO. This is Mr. Olney testifying. 

Mr. Browne.u. As to what Mr. Onassis’ lawyer said and your 
failure to see that after having it pointed out so explicitly leads me 
to think that you don’t want to see it. 

Mr. ZeLENKO. Maybe you do not want to see it, Mr. Brownell. 

Mr. Browne tt. I see it very clearly. 

Mr. Zetenxo. I prefer to rest on the language as it appears in the 
record that Mr. Tuttle got what he w anted because Mr. Olney said, 

“Surely.” I prefer to rest on the record, not on your inter yretation. 

Mr. Browne... If you would rest on the record sanead of your 
interpretation, you might be nearer the truth. 

Mr. ZELENKO. Perhaps you might be nearer. I do not want to argue 
with you. I prefer to rest on what Mr. Olney said. 

Mr. BrowneEtu. You won't get in any argument with me if you don’t 
put words in my mouth. 

Mr. ZeteNnko. I do not think I could, Mr. Brownell. I assure you 
Tam not attempting to. 

Mr. Brownett. That is good news. 

Mr. ZetenKko. Now, do you know how Mr. Onassis got in contact 
with Mr. Burger ? 

Mr. BrowNELt. No, sir. 

Mr. ZeLtenko. He sent the telegram to you but he says that he called 
up or got in touch with Mr. Burger and you do not know how you 
ended up, do you? 

Mr. Brownet.. No, I don’t. 

Mr. ZetenKo. Now, did Mr. Burger inform you at any time of the 
meetings that he was having with Mr. Onassis? 

Mr. Browne i. Not regularly, no. 

Mr. ZetenKo. Did he inform you at all ? 

Mr. Brownett. As I stated in my prepared statement, from time to 
time the heads of both divisions kept me informed on progress of 
cases in their divisions and I assume these two cases also. 

Mr. ZetenKxo. Had you been informed by Mr. Olney that a Mr. 
Charles Tuttle had come down to see him about cleaning up this case 
as a package ? 

Mr. Brownetu. No. I can’t recall that. 

Mr. ZeLENKO. That would not bea usual procedure, would it ? 

Mr. Brownetu. You would have to ask Mr. Olney. 
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Mr. Zevenko. I ask you, sir, because you set the policy for the 
Office which you headed, did you not! 

Mr. Browne.u. Mr. Olney is the man who would be able to answer 
that, not I. 

Mr. ZeLtENKO. Isee. Heset the policy for the Office ? 

Mr. Browne ut. For the Criminal Division, yes. 

Mr. ZeELENKO. I see. You were informed about the fact that Mr. 
Onassis had been discussing his case personally with Mr. Burger. 
You were informed of that at least once or twice. 

Mr. Brownewu. I would say so, yes. 

Mr. ZELENKO. You say you were not informed that Mr. Tuttle had 
been discussing cleaning the thing up? 

Mr. Brownetu. I can’t recall that at all. 

Mr. ZeLENKO. Isee. Did Mr. Tuttle talk to you at any time about 
this case? 

Mr. Brownetu. Not to the best of my recollection. 

Mr. ZeteENKO. You know Mr. Tuttle, do you not? 

Mr. Brownetu. Yes. 

Mr. ZELENKO. You have known him for a longtime? 

Mr. Brownewu. Yes. 

Mr. ZeELENKO. Isee. Have youseen him during any of this period 
of time between 1953 and 1955 ? 

Mr. Brownett. Not that I can recall. 

Mr. ZeLtenko. Now, on this question of the fact that you said it 
would have been improper for you to disclose any prior interest you 
had had in the Onassis matter, to your assistants or to your subor- 
dinates, do you feel that it would have been improper for you to 
disclose it to your superior such as the President ? 

Mr. BrowNeEL L. We went over this before, Mr. Chairman. I will 
stand on my prior answers. 

The Cuarrman. That question has been answered before. 

Mr. ZetenKo. I would most respectfully have this put in the record 
without asking any questions: A case of Jn re Boan in Federal 
Reports 944, and in the case of United States v. Bishop (90 Fed. 2d 
65) and the canon of ethics of the American Bar Association, New 
York Bar Association ethics Nos. 6 and 37. 

Now, Mr. Onassis told us that he had prevailed upon Mr. Burger to 
put the build and trade out feature into the trust. Do you know 
anything about that series of discussions ? 

Mr. Brownetu. No, I do not. 

Mr. Zetenxo. Did any one of your assistants speak with you about 
drawing this trust up at any time or any of the features of it? 

Mr. Brownety. Not that 1 can recall. 

Mr. ZeLENKO. Now, one of Mr. Onassis’ lawyers told us last week 
or 2 weeks ago that he had known about the prior connection of your 
law firm with this case at the time that they were retained. Do you 
know whether that was discussed with any of your assistants? 

Mr. Brownett. Not to my knowledge. 

Mr. ZetENKO. Did you ever discuss the question of the Onassis 
telegram and the Onassis association with your law firm, with mem- 
bers of your law firm? 

Mr. Brownett.. No. 

Mr. ZELENKO. You are back there now, are you not? 
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Mr. Brownetu. As counsel. 

Mr. ZeteNKO. I have no further questions, Mr. Brownell. 

The Cuarrman. Did counsel have any questions? 

Mr. Zincke. NO, sir. 

Mr.Cowen. No, sir. 

The Cuarrman. Mr. Tollefson? 

Mr. Toutterson. I think just for the sake of emphasis the record 
should show, in reading the excerpt from previous testimony, that Mr. 
Onassis was not permitted to talk to Mr. Olney about settlement of 
the criminal case. Mr. Olney had charge of the criminal case? 

Mr. Brownetu. That is right. That would be the normal course 
there and I have every reason to believe that that was followed in this 
case. 

Mr. Totierson. He did talk to Mr. Burger about settlement of 
the civil case but he was not permitted to talk to Mr. Olney, who 
had charge of the criminal case, about settling the criminal case ? 

Mr. Atten. Will you yield? 

Mr. Totierson. Yes. 

Mr. Auten. I think it is true, too, that the record shows that when 
Mr. Ross was here with Mr. Onassis, the question was put to him as 
to whether the transaction had been settled as a package and I think 
Mr. Ross said in his testimony that the Department insisted on han- 
dling the two phases separately. I notice he is in the room. 

If I misstate him, I would like to be corrected. 


TESTIMONY OF EDWARD J. ROSS, COUNSEL, BREED, ABBOTT & 
MORGAN, NEW YORK—Resumed 


Mr. Ross. That is correct. 

Mr. Ze.tenKo. They were handled separately but they wound up 
together, were they not, Mr. Ross? 

{r. Ross. I testified that the Department insisted upon mage 
them separately and we had to conduct separate negotiations wit 
each Division and that they were wound up on the same day. 

Mr. Zetenxo. I think you also testified that although it was your 
feeling that your corporate clients were innocent that the Depart- 
ment of Justice insisted that they plead guilty in order to clean this 
matter up. 

Mr. Ross. That was a condition of the settlement. 

Mr. ZetenKo. That is right, in which Mr. Onassis’ personal charge 
was dismissed. 

Mr. Ross. That is correct. 

Mr. ZeteNnKO. So that although they were handled separately they 
were all wound up as one package, were they not, on one day ? 

Mr. Ross. They were wound up on one day. I think the “package” 
is a characterization that may not be accurate. 

Mr. ZetenKo. Characterize it as you like. 

Mr. Totierson. I have one thing further. When Mr. Tuttle spoke 
to the Justice Department about making a package settlement, the 
hearings last year show Mr. Olney as saying in response to that 
question : 

At that time I told him that that method of handling the case would be 


impossible and the Department would not undertake to do it, that the people 
who were charged in the criminal indictment, through their counsel, would 
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have to treat with the Criminal Division entirely separate from the Civil 
Division, and we adhered to that throughout. 

Now, Mr. Olney further said this, in response to questioning. The 
question was asked : 


Is it unusual to settle the civil and criminal cases together or at one time? 


Mr. Olney said: 


Well, it is in some areas. In some areas it is customary and in other 
areas it is not. In antitrust cases, for example, criminal indictments for violat- 
ing the antitrust laws and injunction suits to prevent further violations and 
suits for penalties and whatnot, are regularly disposed of at the same time. 
However, in cases of frauds against the United States, obtaining money 
fraudulently from the Government, for example, or income tax cases, it is the 
regular rule to dispose of the criminal aspects of the matter before the 
Government will entertain any discussion of the civil aspects of it. 

So that, according to Mr. Olney’s testimony as far as this case was 
concerned, the two aspects, the civil aspect and the criminal aspect, 
were handled separately and at no time would the Department con- 
sider it asa package deal. 

Mr. Browne. I would think that was undoubtedly true. 

Mr. Chairman, might I ask to borrow a copy of the testimony today 
so that I could look it over and see if I made any errors? 

The CHarrMan. Yes. 

Mr. ZetenKo. Would the gentleman yield ? 

Mr. Totierson. Yes. 

Mr. Zetenxo. I think it was pretty well stated here by some of 
the testimony that, although the civil and criminal were discussed 
separately they wound up the same day as part of the same trans- 
action. 

Now I ask you, Mr. Brownell, who was the one in the Department 
that arranged for all of this to be concluded on the same day? If 
they were all handled separately who arranged in the Department 
to conclude this entire case on the same day in the same court? 

Mr. Browneti. You would have to ask the people that were 
handling the cases. 

Mr. ZetENKO. Who would be the man ? 

Mr. Brownewu. That would be Mr. Burger and Mr. Olney for 
the Department and I assume Mr. Onassis’ lawyers for the defendants. 

Mr. ZetenKo. And in the question of settling this entire transac- 
tion, civil and criminal, you were informed of what was going to 
take place, were you not ? 

Mr. Browne tt. I was not in on the decision. I accepted the recom- 
mendations of these two men and I issued the press release in the civil 
case and approved the statement which was made in open court in 
the criminal case. 

Mr. ZetenKo. Were you informed at any time as to what the dis- 
position of this case was going to be # 

Mr. Browne. I received the recommendations in both cases and 
approved them, so that to that extent I knew what the opinion of 
my assistants was who had handled the cases. 

r. ZELENKO. And among the opinions received was the memo- 
randum that I read from today ? 

Mr. Browneti. Why do you ask that again? I have already 
answered it several times. 

Mr. ZetenKO. That is one of the opinions you received ? 
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Mr. Browne .. I do not recall that I ever saw that particular office 
memorandum. 

Mr. Zetenko. What would be the purpose, Mr. Brownell, of sub 
mitting all these opinions to you if 1t was not your judgment that 
would decide it? 

Mr. Brownetu. The regular routine there, as I think I explained 
before, was that these men in the two Divisions would develop their 

case to the best of their ability and take it up with the Assistant At- 
torney General who was in charge of the case. Then under the long- 
standing rules there in the Department of Justice, if the case involv ed 
over a certain amount of money it had to be referred to the Attorney 
General with a recommendation. 

That was done in this case in both of these, the civil and the 
criminal cases, so that there again is another instance to show that 
both cases were handled in accordance with longstanding rules in 
the Department of Justice on their merits without any interference 
from above and there were no deviations at any point from beginning 
to end from the regularly established routine. 

Mr. ZeLeNKO. Which was to submit to you for final decision in all 
these cases what the conclusion of any case would be? 

Mr. Browne.tu. Any case that involved a certain amount of money. 

Mr. ZeLeNKo. So it would be fair to say that the final] decision 
in this case was yours ? 

Mr. Browne.u. It would be fair to say as I testified before that 
these recommendations came to me and that I approved them and that 
in the civil case that was the end of it and in the criminal case that 
meant it went to the judge and was disposed of in open court. 

Mr. ZeLENKO. Well, that is after it came to you for final approval? 

Mr. Browne Lt. Yes, it went to me before it went to the judge. 

Mr. ZetenKo. I see. So you did pass on this before it went to 
court? Is that right? 

Mr. Browne tt. In the criminal case. 

Mr. ZetenKo. Both cases. You passed on the whole matter? 

Mr. Brownetu. The civil case did not go to the court. 

Mr. Zetenxo. All right, but before the matter was disposed of you 
passed on it finally ? 

Mr. Brownetu. Well, as I testified before, I approved the recom- 
mendations in both cases. 

Mr. ZetenKoO. Isee. Isee. That is all. 

Mr. Totuerson. I have just one more question, Mr. Chairman. 

Would you have approved any different settlement, Mr. Brownell, 
if the criminal case had come in on one day of your aproval and the 
civil case had come in the next day or a week later or a month later? 

Mr. Browne. No, they both probably didn’t come to me as a 
matter of fact the same day. My approval would be obtained before 
any indication was given to the lawyer on the other side that that 

was the final position of the Justice Department so the chances are 
that it didn’t come to me on the same day; but, to answer your ques- 
tion directly, I see no reason why I would not have approved and 
did approve them one without regard to the other. 

Mr. Totuerson. I have just one other question. It is normal pro- 
cedure at least in cases of this kind or caliber that before the matter 
went; into court for settlement, it would have to be approved by you! 
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Mr. Brownext. Yes. That rule was there before I came to the 
Department and was continued all the time that I was there and I 
think it is still in effect. 

Mr. Touterson. In other words, you could approve a case on Mon- 
day and it might not get into court for some time 

Mr. Browne tu. That is correct. 

Mr. Totierson. That is all. 

Mr. Zecenxo. I have another question, Mr. Brownell. 

Suppose in a similar situation one of your assistants or an assistant 
United States attorney had had some kind of contact with an indi- 
cated defendant or some matter in which he acted in official capacity. 
As a matter of policy of your office, would you have required him to 
disclose it to you? 

Mr. Brownetu. Well, it would be his duty to if he is handling a 
case—I don’t quite get your question. 7 

Mr. Zetenko. I am using an analogous situation. Let us say an 
assistant United States attorney in some district or a United States 
attorney had had a client for whom he had done some work. Later 
on he becomes a Government official and he is called on to act on part 
of the same matter or the whole matter. Would you require that 
man to inform you of his prior association with the matter as a matter 
of policy in your Office? 

Mr. Brownewu. Certainly not under the circumstances that were 
involved here. 

Mr. Zetenko. Well, I say would you have required in the situation 
which I outlined to you ? 

Mr. Brownett. No. 

Mr. ZeLENKO. You would not have required the man to disclose? 

Mr. Brownetu. Not if it was under the circumstances involved 
in this case. 

Mr. ZeLenkKo. I am going to put this question to you as a matter 
of policy. Suppose one of your assistants had been involved in the 
matter as a civil lawyer, that is a private lawyer. He has done some 
work for a client. Later on he is appointed on your staff or assistant 
United States attorney. Then he is called upon to act in his official 
capacity on the very same matter. In that circumstance, would you 
require this person to inform you of his prior interest, whether it is 
monetary or otherwise? 

Mr. Brownetx. That is a very different question you are putting 
to me now. 

Mr. ZeLeENKO. Just answer the question. 

Mr. Brownetut. Where a man had acted on the very same matter 
that, of course, is a different situation. 

Mr. ZeLENKO. You would require in that circumstance that he dis- 
close it to you? 

Mr. Browne tt. I have always followed that rule in my own pro- 
fessional life and I assume that any lawyer would. 

Mr. Zetenxo. And would that opinion that you have just given 
to us apply if the matter that he had acted on as a civil lawyer was 
related to the matter in which he was acting in his official capacity ? 
Would you not require him to disclose that to you? 

Mr. Browne tu. Not if it were the circumstances that we have been 
liscussing here today. 
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Mr. ZELENKO. Now, suppose it was the related matter to the matter 
in which he had acted with this client in his private capacity. 

Mr. Brownetu. That would depend on all the circumstances. 

Mr. ZetenKo. Would you not require him to disclose it to you or 
to his superiors ? 

Mr. Browne tu. It would depend on all the circumstances of the 
case. 

Mr. ZELENKO. Now, I ask you once more, do you say that the matter 
which you acted on for Mr, Onassis was entirely unrelated to the 
subject matter of the indictment and the civil case ? 

Mr. Browneuu. I have testified several times on that, Mr. 
Chairman. 

The Cuarrman. The witness testified that he had no personal 
knowledge. 

Mr. ZetEN«KO. I am not talking personal knowledge, Mr. Chairman. 
da said he did share in the fee and he said that that would be a 
responsibility of his, that that would make the man a client. 

The CxHatrman. All right. The witness answered that question. 

Mr. Brownetu. Thank you, Mr. Chairman. 

Mr. ZetenxKo. I have no further questions. 

The Cuarrman. Are there any further questions? 

The committee will stand adjourned. 

Thank you, Mr. Brownell. 

Mr. Brownetu. Thank you, Mr. Chairman. 

(Whereupon, at 4 p. m., the committee adjourned, subject to the 
call of the Chair.) 
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House oF REPRESENTATIVES, 
SpeciaL SUBCOMMITTE OF THE 
ComMMITTEE ON MercHant Martng AND FISHERIES, 
Washington, D. C. 
The subcommittee met at 10 a. m., pursuant to call, in room 219, Old 
House Office Building, Hon. Herbert C. Bonner (chairman) presiding. 
Present: Representatives Bonner, Zelenko, and Tollefson. 
Staff members present: Bernard J. Zincke, counsel; Robert H. 
Cowen, assistant counsel; and William B. Winfield, chief clerk. 
The Cuatrman. The committee will come to order. 
The first witness will be Maritime Administrator Clarence Morse. 
I am calling you first so that you can go to your other engagement. 
Mr. Morse, will you be sworn ? 
‘Do you swear that the evidence you give in this hearing will be the 
truth, the whole truth, and nothing but the truth, so help you God? 
Mr. Morse. Yes, sir. 
The Cuatrman. This hearing is a continuation of the Onassis trans- 
action. Mr. Zelenko. 


TESTIMONY OF HON. CLARENCE G. MORSE, MARITIME ADMINIS- 
TRATOR; ACCOMPANIED BY E. ROBERT SEAVER, GENERAL COUN- 
SEL, AND ALFRED E. NOTARIANNI, OFFICE OF THE GENERAL 
COUNSEL, MARITIME ADMINISTRATION—Resumed 


Mr. ZELENKO. Mr. Morse, subsequent to your appearance before this 
committee Captain Conway was a witness here and, among other 
things, he testified in regard to the cancellation letter which was sent 
to the Maritime Commission in which you were informed that the 
Onassis Trust had decided to cancel the contract to build the two 
46,000-ton tankers and the 100,000-ton tanker. 

Have you had an opportunity to read Captain Conway’s testimony ? 

Mr. Morse. I have not read his testimony, no, sir. 

Mr. ZecenKo. I see. Well, he testified among other things, when 
he was questioned about that letter of cancellation, that in effect the 
Onassis Trust had not canceled even though they sent you the letter 
on April15. You know the letter to which I am referring? 

Mr. Morse. I am aware of the letter. 

Mr. ZeLENKO. He said that they had not canceled, that they were 
in effect proceeding with the building of the two 46,000-ton tankers. 
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He also testified that you knew that; that is, that they were proceeding. 
He testified also that before sending the letter of cancellation he 
or some of his associates had discussed that letter with you and, as 
a matter of fact, had sent you a draft of that letter before the actual 
letter was sent. He testified that the letter was in effect a pretext 
or a device. Now, those were not his words but that was the sub- 
stance of his words, that the only purpose of sending that letter to 
you was that then the Onassis people could get a congressional hear- 
ing, they could come before the committee and discuss the postpone- 
ment of the building of the larger ship or a modification of the con- 
tract; but in effect they were not vanceling and that you knew in 
advance that they actually had not canceled the building of the ships. 

Now, this is C ‘apt 1in Conway’s testimony under oath. 

Would you care to comment on that testimony? I think that I 
have stated substantially correctly the substance of Captain Conway’s 
testimony. 

Mr. Morse. No, I do not care to comment on it. If you have a 
quest ion, L would be glad to answer it. 

Mr. Zetenxo. All right. Did you receive a draft of this purported 
letter of cancellation from Captain Conway or any of his associates 
before the actual letter was sent to you ? 

Mr. Morse. Yes,sir. Iso testified previously. 

Mr. ZeLtENKo. Now, what were the circumstances under which you 
received that letter ? 

Mr. Morse. To the best of my recollection, there was a telephone 
call. 

Mr. ZeLtenko. Iam talking of the draft letter. 

Mr. Morse. To the best of my recollection, there was a telephone 
call from Captain Conway that they were considering sending a letter 
but before they wanted to do so they wanted to have us take a look 
at it. 

I said, “O. K. Send it down and we will take a look at it.” We 
received the draft as I recall by mail. I sent it up to my general 
counsel’s office to take a look at it and it was ara recommendation 
that we should not give any response one way or the other to the 
draft, that, if Captain Conway wanted to send in a formal signed 
letter, that was his privilege and we should not give him any com- 
ments one way or the other on the draft. 

Mr. Zetenko. Was that a usual practice for one of the groups that 
Maritime deals with to have them send to you drafts of letters can- 
celing contracts for you to look at them in advance ? 

Mr. Morse. We have had few if any cancellations of contracts, so 
that I would say that that was not a usual practice. 

Mr. ZeLENKO. Well, Captain Conway and his associates put a little 
more significance on the sending of the letter than merely showing 
you a draft of it. They say that it was part of their plan to make 
it look like a cancellation to Members of the Congress so that they 
could get a he: ~ and that you knew of that plan. Is that correct? 

Mr. Morse. I do not know whether they had that asa plan. As I 
recall, it was definitely known at that time that, before any changes 
were made in the contracts, we would have to report to this committee. 

Now, what their thinking was I do not know, but I do know that 
I had told Captain Conway on numerous occasions that before any 
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changes in the original contract could be made we would have to clear 
it not only with this committee but also with the Justice Department. 

Mr. ZeLtenKo. Did you know at the time you received the formal 
letter of cancellation on April 15 that the Onassis Trust had not can- 
celed the contract? Did you know that at the time you received the 
letter ? 

Mr. Morse. Are you referring to the building contract or the con- 
tract with Maritime? 

Mr. ZeLtenKO. Yes, sir; the building contract. 

Mr. Morse. To the best of my knowledge, they had not at that time 
and, as far as I know today, they have not canceled the contract with 
Bethlehem. 

Mr. ZeLenKo. Now, we have had testimony here that the building 
contract and the contract with Maritime was one and the same contract. 
That is so, is it not ? 

Mr. Morse. No. 

Mr. ZeLenkKo. You say there were two separate contracts ? 

Mr. Morse. They had a contract with Maritime and they also had 
a contract with the Bethlehem Steel, which was independent of our 
contract. 

Mr. ZeLteENKO. Now in the contract with Maritime it sets forth that 
they have to build certain of these vessels, these three; does it not ? 

Mr. Morse. I am sure it does. I do not have it in front of me. 

Mr. ZeLeNnKo. Now, at the time you got that letter of cancellation, 
you say you knew and you know now that they have gone ahead with 
the building of their two tankers. 

Mr. Morse. I made no such statement. I said that as far as I 
know they have not canceled the contract with Bethlehem. 

Mr. ZeLenko. Are they building the two vessels ? 

Mr. Morse. To the best of my information, they are not at the pres- 
ent time. I do not say that Bethlehem isn’t acquiring steel and acquir- 
ing parts, but the actual building has not, the fabrication has not been 
initiated. 

Mr. ZeELENKO. Now, there was testimony also by Captain Conway 
that a Miss Mary Holmes—is there such a person in your organization, 
or Ruth Holmes? 

Mr. Morse. Ruth Holmes. 

Mr. Ze.ENKO. That she telephoned or communicated with Bethle- 
hem and she was told, and this is Conway’s testimony, that Bethlehem 
was proceeding with the building of those two vessels. Do you know 
anything about that? 

Mr. Morse. I did not know that she had telephoned until subse- 
quently, and I heard that she had telephoned. 

Mr. Zetenko. Had she reported the result of her phone call to you? 

Mr. Morse. I do not recall that she reported that at or about that 
time. I heard about it a substantial time later. 

Mr. ZeLenKO. You say that those two 46,000-ton vessels are not 
being built now ? 

Mr. Morse. The keels are not scheduled to be laid for about a year 
yet. I do not recall the exact date, but we can supply that for the 
record. 

Mr. ZeLenko. As far as you know, they have not canceled their con- 
tract with Bethlehem ? 
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Mr. Morse. I have no information that they have canceled that 
contract. 

Mr. Zetenxo. And, as far as you know, they are proceeding with 
their building contract ? 

Mr. Morse. I believe that Bethlehem is proceeding to the extent that 
they are required to proceed to acquire steel and materials and so forth, 
Whether Victory Carriers has paid the installments as scheduled, I 
cannot tell you offhand. 

Mr. ZeLeN«Ko. Is it not part of your job in this entire transaction— 
and when I say “your job,” I am talking of Maritime—to keep abreast 
of what is going on in this program; this particular one ? 

Mr. Morse. Yes, sir. 

Mr. ZeLenKo. Have you kept abreast of it ? 

Mr. Morse. I would be willing to wager that they have not paid 
every installment that has accrued to date. 

Mr. ZetenKo. You are talking from your official knowledge and 
you say that they are in def: wult. on part of their building contract 
with Bethlehem ? 

(Mr. Morse confers with Mr. Notarianni.) 

Mr. Morse. It is my recollection that they are not current on their 
installments but for the record I will have to supply the facts as 
indicated by our records, 

Mr. ZeLENKO. Well, you say that your knowledge is that they are 
not up on their payments, according to their building contract ? 

Mr. Morse. That isthe best of my recollection. 

Mr. Zetenko. I see. I want to get back to this plan that they had 
regarding the letter of cancellation. When that letter of cancellation 
was sent to you, did you consider it a cancellation of the contract with 
Maritime? 

Mr. Morse. You are talking about the signed letter, the original ? 

Mr. ZELENKO. Yes, yes. 

Mr. Morse. That is obvious by the fact that I referred the matter 
to the Department of Justice. 

Mr. Zevtenxo. Did you inform the Department of Justice when 
you brought it over that these people had not canceled their building 
contract ¢ 

(Mr. Morse confers with Mr. Seaver. ) 

Mr. Morse. I did not paren talk with Mr. Doub. As T recall, 
it was handled by Mr. Seaver, but I think that fact was not mentioned 
in the letter of transmittal to the Department of Justice 

Mr. ZeLenko. You know at that time that you sent it to the Depart- 
ment of Justice that they had not canceled their building cogtract ? 
You knew it; did you not / 

Mr. Morse. I think they had not canceled the contract with Beth- 
lehem but the issue, as far as I was concerned, was that they had 
canceled the contract with Maritime. 

Mr. Zecenko. I ask you: At the time that you sent these papers over 
to the Department of Justice did you or did you not know that the 
building contract between the Onassis trust and Bethlehen had not 
been canceled? Did you or did you not know that ? 

Mr. Morse. I thought I just answered that but, to repeat, to the 
best of my recollection they had not at that time formally canceled the 
contract with Bethlehem. 
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Mr. ZeLENKO. So your answer is, at the time you turned these 
papers over to the Department of Justice you knew that the Onassis 
trust had not canceled their building contract. 

Is that the answer ¢ 

Mr. Morse. To the best of my recollection, they had not at that 
time, and have not, formally canceled at this time. 

Mr. Zeuenxo. And you knew that at the time you brought it to the 
Department of Justice ? 

Mr. Morse. Yes. 

Mr. ZeLeENKO. Now, have you ever informed the Department of 
Justice, up to this minute, about your knowledge? 

Mr. Morsr. I, personally, have not. 

Mr. ZeLenKo. Do you know whether Maritime has informed the 
Department of Justice ? 

Mr. Morse. I do not know but I would doubt it. 

Mr. ZeLteNKo. Well, let me ask you this, sir. Did you have any 
discussion with Captain Conway concerning his informal letter of 

vancellation to you, the draft? Did you have any discussion with 
him on it ? 

Mr. Morse. No, 

Mr. Zrtenxo. What was the discussion ? 

Mr. Morse. I cannot recall in detail, but, as I recall the substance 
of it, it was simply that I had referred the matter to our General 
Counsel’s Office, and it was the recommendation that we do not indi- 
cate any views one way or the other on the question. 

Mr. Morse. Why did you refer to the General Counsel this pur- 
ported letter of cancellation? What was the necessity of referring 
such a letter to your General Counsel? ‘This was a letter in which 
people who had contracted with Maritime in a very unusual situation 
sent you an informal letter, a draft telling you, “We are going to 
eancel,” and they want you to look over that letter 

Mr. ZetenKo. We do not know yet what they wanted you to do 
about it. You referred it to your General Counsel. What was the 
purpose of sending that draft of the letter to your General Counsel ? 
Was he going to draft the letter of cance ‘lation on behalf of these 
people with whom you had contracted 

Mr. Morse. He was not. 

Mr. ZeLenko. Were you going to draft the letter ? 

Mr. Morse. I was not. 

Mr. ZeLeNKO. Then what was the purpose of having that letter sent 
to you ¢ 

Mr. Morse. I did not have it sent to me. 

Mr. ZeLenko. Do you know why it was sent to you? 

Mr. Morse. The only reason I would know is that— 

Mr. en And I am talking of the informal letter, the draft. 

Mr. Morse. The only reason I would know is that Captain Conway 
was trying ‘ work cooperatively with Maritime and wanted to—I 
don’t know what he wanted, but’ I knew he was trying to work in a 
cooperative manner with Maritime, and, before he sent a letter down 
saying that they were going to cancel, he just wanted to check it out. 

Mr. Zetenxo. Do you say that Maritime was cooperating with him 
and he was cooperative with Maritime in order to cancel a contract 
with the Government ? 


Mr. Morse. No. 
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Mr. ZeteENKo. Were you cooperating with him in the cancellation 
letter ? 

Mr. Morse. No. 

Mr. ZELENKOo. Were you cooperating with him in the cancellation 
of the contract ? 

Mr. Morse. No. 

Mr. ZeLeNKO. Then what leads you to say that he was cooperating 
with the Maritime Commission in the process of canceling a contract 
with them ? 

Mr. Morsz. I didn’t say that, sir. 

Mr. ZeLenKO. Well, you said he was trying to cooperate. 

Mr. Morse. We had been working for months trying to work out a 
deal so that they would be able to proceed with a building program. 

Mr. ZELENKO. Now, did you say that you do not know why he sent 
the letter to you? 

Mr. Morse. I don’t know what was in his mind; no, sir. 

Mr. ZeLtenko. Is it not a fact that you knew that he and his asso- 
ciates had had a number of conferences before they sent this purported 
letter of cancellation in which they worked up this device and scheme 
to get acongressional hearing? Yousay you knew nothing about that? 

Mr. Morse. You have not asked me that question. 

Mr. ZeLtenko. Well, did you know anything about that ? 

Mr. Morse. No. 

Mr. ZeLtenko. You tell us now that you did not know that Captain 
Conway and his associates had gotten together at one or more of their 
meetings and had worked up this device or scheme or plan to send a 
letter of cancellation in which they actually had not canceled their 
building contract, but to send a letter of cancellation not to cancel the 
contract but to get a congressional hearing, and you say you knew 
nothing of that plan ? 

Mr. Morse. To the best of my recollection, I do not know what was 
done in New York between Captain Conway and his associates on this 
particular question. 

Mr. Zetenko. I am sorry. I was talking. Will you repeat that? 

( Answer read.) 

Mr. Zetenxo. Was the receipt of this draft letter of cancellation a 
surprise to you when you got it, or did you know you were getting it? 

Mr. Morse. I have already testified that Captain Conway had tele- 
phoned me and said he was going to send me a copy. 

Mr. Zecenko. Did you ask him what the purpose was of sending 
you such a letter or a draft / 

Mr. Morse. I do not recall that I asked him why he wanted to do so. 
As I recall, he said, “Would you mind if I send you a draft of a letter 
we are proposing to send so that you can check it out?’ 

Mr. Zevenxo. Check what out? What were you supposed to do? 
He wanted you to check out a letter which he was going to send to the 
Government canceling a contract. Why did he want you to check it 
out ¢ 

Mr. Morse. I do not know why. 

Mr. Ze_.ENKO. Well, you say you do not know. Yet you sent it to 
your counsel. Now, if you did not know why Conway wanted you 
to check it out, why did you send it to your counsel? Was your 
counsel going to check it out ? 
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Mr. Morse. I wanted my counsel to give me advice. This was a 
matter which was heading for litigation, obviously, if we received a 
formal cancellation, and T wanted my counsel to check out whether 
it was desirable or undesirable that we express any views on a draft 
letter which would ultimately be formalized and sent to us. 

Mr. ZeLenKko. Let me understand this. You say that this trans- 
action was heading for litigation if you got a cancellation letter. 
Now, was it your purpose to encourage the litigation by getting a 
cancellation letter ? 

Mr. Morse. No, sir. 

Mr. Zevenko. Then why was it that Captain Conway wanted 
you to check it — ¢ 

Mr. Morse. I do not know what his reasoning was. 

Mr. ZeLtenko. You say that, right up to this moment, you do not 
know. why Captain Conway sent you that letter. 

Mr. Morse. I have no recollection one way or the other what his 
reasoning was or whether he indicated what his reasoning was. 

Mr. ZeLenko. M: ay I tell you, sir, that Captain Conway said that 
you knew all about their plan; that is, the plan to send the cancella- 
tion letter which was, in effect, not a ager letter but which 
was a device to get a congressional hearing. Captain Conway said, 
and he said it more than once, that you knew before you got that letter 
what their plan was. Now was that a fact or was it not, that you knew 
about their plan before you got the letter? 

Mr. Morse. I do not recall that I ever knew that their plan was to 
send the letter as a device of getting a congressional hearing. 

Mr. Ze.enxo. And the first you ever knew about it was getting this 
draft letter. Was this the first you knew about it ? 

Mr. Morse. The first I knew about what? 

Mr. ZeELENKO. About the plan that these people had. 

Mr. Morse. I just said that I don’t recall ever having heard that 
there had been a plan of that spec ific character. 

Mr. ZetenKo. Did Captain Conway call you or communicate with 
you before he — you the draft letter / 

Mr. Morse. I so testified. 

Mr. ZetEnKo. And did you tell him to send it on to you ? 

Mr. Morse. He asked me if I would mind receiving such a letter 
and giving my comme nts on it and I said, “If you want to send it down 
I will take a look at it.” 

Mr. ZeLenKo. And you used the expression “to check it out.” 

Mr. Morse. I may have used those words. I don’t recall. 

Mr. ZeLENKO. That was his purpose in sending it, was it not, to have 
you check it out? 

Mr. Morse. Correct. 

Mr. ZELENKO. Now, what I want to know is what you were going to 
check out on this letter which somebody was sending to the Govern- 
ment to cancel a contract. What were you going to check on the 
letter ? 

Mr. Morse. Not having seen the draft nor knowing what its con- 
tents was, I cannot tell you what I was to check out. 

Mr. ZetenKo. But before you got the letter and after the conversa- 
tion with Conway you knew, did you not, having spoken to him, that 
they intended to send a letter of cancellation, and you wanted to see 
what it looked like before they sent it, did you not? 
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Mr. Morsz. No, I did not. I did not originate this if that is what 
you are implying. 

Mr. ZetenKo. Who did originate it ? 

Mr. Morse. I told you that Captain Conway phoned and said, “We 
have a draft letter which we are planning to send to you. Would you 
take a look at it?” 

Mr. ZeLteNKo. And you encouraged him to send it, did you not? 

Mr. Morse. The draft? 

Mr. ZeLENKO. Yes. 

Mr. Morse. If by encouraging I said, “Yes, I will take a look at it,” 
I will agree you are right. 

Mr. ZetenKo. You did not tell him not to send it. You did not 
tell him you were not interested in it, did you? 

Mr. Morse. I did not. 

Mr. ZeLenKo. Did you tell him in words or substance, “If you peo- 
ple intend to cancel a contract with the Government just cancel it?” 

Mr. Morsz. I did not. 

Mr. ZELENKO. But you did tell him in words and substance, “Send 
it on and we will check it out or we will look at it?” 

Mr. Morse. Yes, sir. 

Mr. Zetenko. Then you sent it to your counsel. Now, what in- 
structions did you give your counsel when you sent it to him? 

Mr. Morse. There was memorandum, an office memorandum I be- 
lieve, attached to it and I think I simply said, “What are your com- 
ments” ? 

Mr. ZetenKo. What were his comments ? 

Mr. Morse. He recommended against expressing any views one way 
or the other to Captain Conway. 

Mr. ZeLenKo. Now, then, did you go about finding out, did you 
have this Miss Ruth Holmes check with Bethlehem after you got the 
letter, the actual cancellation, to find out whether they were actually 
building or not? 

Mr. Morse. No, I did not. 

Mr. ZeLtenKo. Do you know whether she did it on her own? 

Mr. Morse. She did. 

Mr. ZeLENKO. Now, you, as a Government representative, do you 
think it was proper for you to have these people send down such a 
letter to you! 

Mr. Morse. I did not have them send it down to begin with. 

Mr. Zecenxko. You did, did you not? You told Conway to send it 
on to you when he asked you ? 

Mr. Morse. I did not originate it, if that is what you are implying. 

Mr. Zevtenxo. That is not the point. The point that I am trying 
to get from you is this: you knew that such a letter was coming. You 
told the man to send it to you, did you not ? 

Mr. Morse. I said I would take a look at it if he sent it down, yes, 
sir. 

Mr. Zetenxo. Did you think, in your opinion, that that was a 
proper action on the part of a Government official in such a situation 4 

Mr. Morse. I see nothing improper about it. 

Mr. Zevtenxko. Have you ever heard of a situation like that before? 

Mr. Morse. I do not recall ever having heard of a similar situation 
before. 
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Mr. Zevtenko. Has it ever happened in Maritime before, to your 
knowledge ? 

Mr. Morse. As I mentioned, I recall few, if any, cancellations of 
contracts in Maritime. 

Mr. ZeLENKO. Were you not in effect encouraging a cancellation of 
a Government contract ? 

Mr. Morsz. No, sir. 

(Mr. Morse confers with Mr. Seaver.) 

Mr. ZeLENKo. Now, up to the moment that you came here, did you 
ever find out about the plan of the Onassis interests, that is, the plan 
they had behind this letter to get a congressional hear ing ? 

Mr. Morse. I have not questioned Cc aptain Conway or any of his 
associates as to whether they had or did not have a plan to have a 
hearing. I would not have objected if they had had such a plan. I 
think it was high time that this thing be brought out in the open and 
resolved one way or the other on this question of whether we were 
going to get buildings or were not going to get buildings. 

Mr. ZeLenxo. Even if you had known about this plan or device 
which I tell you is a fraud on the Government, you say even if you had 
known about it you would not have objected to it ? 

Mr. Morse. I would not have objected because at one stage of the 
game I even sent a letter to Mr. Bonner saying, “Would you object 
to receiving a letter of this sort,” in which I set out a proposed way 
of working out this deal in order to get ships built. 

I knew then that, if he received that letter, it might result in a 
hearing before this committee. 

Mr. Zetenxo. That is a different thing, is it not? You are the 
Maritime Administrator and you wrote a letter to the chairman of 
the Merchant Marine Committee. That is perfectly proper. = 
would not put that in the same class, would you, as this communic: 
tion from the Onassis ‘Trust in which people devise a plan to fool : a 
congressional committee into running a hearing and you say that that 
in your mind is the same as you sending a letter to the chairman of a 

onmittee, there is no difference / 

(Mr. Morse confers with Mr. Saas r.) 

Mr. Morse. I don’t think that there was any fraud on this com- 
mittee. I think any citizen of the United States is entitled to come 
in and ask a hearing before a committee if it affects a matter which 
is of substantial interest to that citizen. 

Mr. Zecenko. Perhaps that would be so, Mr. Morse, if the citizen 
wrote a letter to the chairman of the Merchant Marine Committee and 
said, “Mr. Chairman, I would appreciate a hearing. We have certain 
rights and we would like Congress to hear about it.” I agree with 
you in principle but I most certainly disagree with you, sir, or your 
concept of what is proper, when that same citizen purportedly cancels 
the contract with the United States Government with the tacit ap- 
proval of the Maritime Administrator in order to try to get a hearing 
to modify a contract. 

Do you say that the mere request to the congressional committee is 
the same, in your mind, sir, as the device and the devious method used 
by the Onassis interests, both the same to you? In other words, the 
end justifies the means or the means justify the end. Is that what 
you are trying to tell us? 
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Mr. Morse. Well, I don’t accept most of your statements, Mr. Ze- 
lenko. ae are free to express any views you wish, of course. 

Mr. Zetenxo. Let me tell you, sir, that Captain Conway himself 

said when we questioned him, “We got the hearing, didn’t we, and the 
Maritime Administrator knew all about the plan | that we were going 
int ” Captain Conway said that. 

Mr. Morse. There was no question in my mind at any time but that 
before any changes in the contract could be effected we would have 
to first check it out with this committee so I assumed a heari ing would 
be required in any event, and I am sure I so told Captain Conway. 

Mr. ZetenKO. You have certain powers as Maritime Administrator, 
have you not ? 

Mr. Morse. I have very substantial powers. 

Mr. ZELENKO. You would not consciously abdicate them, would you? 

Mr. Morse. I have done so; yes. 

Mr. ZetenKo. In what respect ? 

Mr. Morse. At this previous hearing, if you will recall, a year or 
so ago I stated to the committee that there would be no changes in 
the contract until we first checked it out with the committee. 

Mr. Zetenko. On the other hand, sir, I think you were informed by 
the committee, time after time, that whatever your job was was yours 
and the committee would only be interested if this contract was can- 
celed. Now, you knew that, did you not? 

Mr. Morse. No; I did not know any such thing. 

. Mr. Zetenxo. Were you not informed by the chairman a number 
of times and by other members of the committee that the committee 
would only interest itself in this matter gain if these ships were not 
being built? Do you deny that in word or substance you were told by 
the chairman and by other members of the committee that the com- 
mittee would not interest itself again unless this contract was canceled ? 

Mr. Morse. My recollection is, as I repeat, that in the previous hear- 
ings a year or so ago I made the statement that there would be no 
changes in the contract without first checking it out with the com- 
mittee. 

Mr. Zetenko. I know that, but you are not answering the question 
which I asked you. 

Mr. Morse. These people had indicated they could not build strictly 
in compliance with the contract. So we were trying to work out some 
substitute basis. 

Mr. Zetenxo. Yes, sir. Now, that still does not answer the ques- 
tion. You said that you abdicated your rights to the committee, that 
you told the committee you would shat everything out with them; 
and I told you and asked you: Is it not a fact that the committee, par- 
ticularly the chairman, had told you that this committee would not 
be interested in this matter in the w ay of hearings or otherwise unless 
the ships were not being built or the contract was canceled? You were 
told that, were you not ¢ ; 

Mr. Morse. I am sure that the chairman said that if there was strict 
compliance with the contract as drawn the committee would not check 
into it. 

Mr. Zetenko. That is what I just said and you concede that that 
isso. That is what you were told? 

Mr. Morse. I concede nothing, Mr. Zelenko, other than what I spe- 
cifically say myself. 
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Mr. ZeLenKo. Well, then you say yourself, do you not, that if there 
was strict compliance “with the contract you were told by the chair- 
man and other members of the committee that the committee would 
no longer be interested if there was strict compliance with the con- 
tract. That is what you have just said; is that right? 

Mr. Morse. Yes, sir. 

Mr. Zetenxo. Is that right? 

Mr. Morse. Yes. 

Mr. ZeLtenKko. Now, knowing that, did you inform these Onassis 
people of the committee’s viewpoint on this subject; that is, that the 
committee would not be interested if there was strict compliance with 
the contract? Did you ever tell that to Captain Conway or his 
associates ¢ 

Mr. Morse. I don’t recall that I did or did not. 

Mr. Zetenko. Then, sir, how do you account for the fact that these 
people, witness after witness, got up and said, “Look. We knew we 
couldn’t do anything unless we got a congressional hearing.” How in 
heaven’s name would they know that unless you told it to them ? 

Mr. Morse. I have said many times that, if there were to be any 
variations from the strict contract, we would have to check it out 
with the committee. 

Mr. ZetENKO. What isthat? Excuse me. 

Would you read that ? 

(Answer read. ) 

Mr. Morse. I told Captain Conway that many times. 

The Cuatrman. I have arranged to excuse this witness at a quarter 
of 11. Itis that time now. 

Mr, Zetenxo. Mr. Chairman, frankly, there are some more ques- 
tions. I do not want to hold the Maritime Commissioner here, but I 
do not think we have finished with this material. [have not. I would 
like to know whether he can reappear to continue this. This is un- 
finished. 

Mr. Morse. I am available all afternoon if you wish. 

Mr. ZeteNkKo. It is up to the chairman, sir. 

Mr. Totterson. Mr. Chairman, I will object to any unanimous 
consent that this committee sit during the session of Congress this 
afternoon. 

The Cuatrrman. We can continue this hearing Friday morning. 

Will that be suitable to you? 

Mr. Morse. Friday morning. 

The Cuamman. We will come back Frid: ay morning at 10 o’clock. 
We will excuse you at this time. 

Mr. Totierson. I am in agreement with that, Mr. Chairman. 

I just could not be here this afternoon. 

Mr. Zincxe. Mr. Chairman, may I offer for the record at this time 
amendment No. 3 of the statement of policy of the Federal Maritime 
Board, Subchapter B—Regulations Affecting Maritime Carriers and 
Related Activities, Part 221—Documentation, Transfer or Charter of 
Vessels. 

The Ciairman. What is the subject ? 

Mr, Zinxe. The Maritime Administrator on July 31 adopted an 
amendment to the statement of policy wherein it is provided that 
where new construction under the trade-out-and-build program is to be 
financed under a plan which includes the use of the proceeds from the 
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sale or earnings of a transferred vessel that that money must be placed 
in an escrow account from which withdrawals can be made only with 
the consent of the Maritime Administrator. 
(The document referred to follows :) 


TITLE 46—SHIPPING 


CHAPTER II—FEDERAL MARITIME BOARD, MARITIME 
ADMININSTRATION, DEPARTMENT OF COMMERCE 


SuBCHAPTER B—REGULATIONS AFFECTING MARITIME CARRIERS AND 
RELATED ACTIVITIES 


PART 221—DOCUMENT, TRANSFER OR CHARTER OF VESSELS 
Statement of Policy—Amendment 3 


Effective July 31, 1958, Section I B of the Statement of Policy appearing as an 
Appendix to this part is amended as follows: 

1. By deleting the second paragraph under the heading Other criteria and con- 
ditions and substituting therefor the following new paragraph: 

“The U. 8S. company which commits itself to construct a new Peon under this 
policy, shall be the owner, directly or indirectly through a U. parent or U. S. 
subsidiary or U. 8S. related company, of the U. S.-flag vessel aid h is approved 
for transfer to foreign ownership and registry. Such approval may not be 
assigned or in any manner transferred to another U. S. citizen without the 
approval of the Maritime Administrator, who shall be satisfied that the benefits 
of the transfer are invested in the new ship.” 

2. By deleting the third paragraph under said heading and substituting therefor 
the following new paragraphs: 

“In the event the new vessel is not constructed and documented under United 
States laws by the applicant or any U. S. subsidiary or affiliate of the — 
within the time limit prescribed, said corporation and the principal U. S. citizen 
stockholders thereof, jointly and severally, shall pay a stipulated sum to the 
United States, as liquidated damages and not as a penalty. The liquidated dam- 
ages for failure to build are not payable unless the U. S. owner has defaulted 
in its commitment to build a U. 8S. vessel and has transferred a U. S. vessel to 
foreign ownership and/or registry. 

“Where the new construction is to be financed under a plan which includes use 
of the proceeds from the sale or the net earnings derived from the mortgaging, 
chartering, Operation, or from any source or arrangement whatsoever relating 
to the transferred vessel, and in order to assure the construction in a United States 
shipyard of the vessel constituting the replacement of the vessels(s) approved 
for transfer to foreign ownership and/or registry, the individual or corporation 
which obligates himself or itself to build the replacement vessel(s) shall agree 
that such proceeds shall be deposited by the aforesaid obligated individual or cor- 
poration in an escrow account in accordance with, and subject to, any and all 
terms and conditions prescribed by the Maritime Administration. The escrow 
account to be established, as aforesaid, shall be a controlled account and no with- 
drawals may be made therefrom without the prior written approval of the Mari- 
time Administration. The terms and conditions governing the escrow account 
and the proceeds to be deposited therein will be prescribed by the Maritime 
Administration on a case-to-case basis depending on the nature of the transfer.” 

Dated: July 31, 1958. 

CLARENCE G. Morse, 
Maritime Administrator. 


Mr. Zecenxo. In other words, Mr. Zincke, if I can understand that, 
that is a new procedure now? Whereas heretofore on these trade-outs 
these companies that had these programs could use that money prac- 
tically in any way they see fit, now, the Maritime has just within the 
past several weeks changed the policy so that they cannot do that any 
more. Any additional moneys or profits that they make go into an 
escrow account to insure the building of ships? 

Mr. Zrncxke. Yes, sir. 
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Mr. ZeL_enKo. I would like to comment on that, Mr. Chairman. I 
think that may be one of the results of our hearings and our constant 
probing into this matter because it has been one of the worries of this 
committee and the Congress that the ships purportedly to be built 
somehow or other never get around to being built but in some way 
great sums of money in the way of profits never found their way for 
the purposes that they were supposed to be used; not that they were 
illegitimate but they did not go to channels under the spirit of the act. 

The Cuarrman. Does it mean that had this policy been in effect then 
these constructions would have gone forward ¢ 

Mr. Zincxe. No, sir. If I may go back for a little in history prior 
to our hearings in March 1957, the. arrangement existing at that time 
with respect to this particular situation was that there was an Ameri- 
can corporation, Victory Carriers, with an obligation to build vessels, 
a separate Liberian corporation with 14 transferred vessels, a trust 
holding 75 percent of the stock of the 2 corporations, and no machinery 
was provided whereby the Liberian earnings could be required to be 
devoted to the construction of the American vessels. As a result of 
the findings of this committee in the course of its hearings last time 
there was a modification of the arrangement involving this particular 
situation whereby the Liberian corporation and the trust became co- 
signers of the building contract so that the Liberian earnings were thus 
committed to the American construction. In other words, what this 
particular amendment does in effect is to apply to all other transactions 
the safeguard that the committee insisted upon in this particular 
transaction last year. 

Mr. ZetenKo. In other words, instead of money going out to pay 
all debts and miscellaneous obligations, the money that they get would 
go into an escrow arrangement. so that that money could be used to 
build ships; and would it be fair to say then that one of the results 
of the hearings of this committee is this policy statement at least that 
some of the money would go for the purpose for which it was supposed 
to go? 

Mr. Zincke. I would say that it is at least an interesting coincidence, 
Mr. Zelenko. 

The Cuarrman. Who is the next witness? Mr. Krouse. 

Mr. Krouse, will you be sworn? 

Mr. Krouse, do you swear that the evidence you give in this hearing 
will be the truth, the whole truth, so help you God? 

Mr. Krouss. I do. 

The Cuarrman. Will you give your background, Mr. Krouse, for 
the record ? 


TESTIMONY OF ALLEN J. KROUSE, HEAD, EQUAL PROTECTION 
UNIT, CIVIL RIGHTS DIVISION, DEPARTMENT OF JUSTICE 


Mr. Krouse. I beg your pardon ? 

The Cuarrman. Will you give your background, who you are, for 
the record ? 

Mr. Krouse. My full name is Allen J. Krouse. I am attorney with 
the Department of Justice. Presently I am head of the Equal Protec- 
tion Unit of the Civil Rights Division. 

T am 54 years old. I have over 29 years of service with the Federal 
Government, which was interrupted by 6 years of private practice of 
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law. I spent 15 years in the office of the United States attorney for 
the District of Columbia. I have had a lot of experience as a court 
lawyer. 

The Cuatrman. All right, sir. 

Do you have any general statement to make ? 

Mr. Krovuse. That is all I have, sir. I just came back from my vaca- 
tion to be met by this notice, so I do not know what I am here for except 
that it is in connection with this Onassis case, and a lot of water has 
gone over the dam since then. 

The Cuairman. Allright. Mr. Zelenko, do you have any questions ? 

Mr. Zetenxo. Mr. Krouse, what part of the Onassis transaction did 
you handle? 

Mr. Krouse. I was in the Criminal Division on the trial staff and 
J was assigned to what was known in the Department of Justice at that 
time as the tanker cases or the shipping cases. That was about August 
or September of 1951. In about November of 1952 I took up my abode 
in the District Courthouse, with all my paraphernalia and my staff of 
three lawyers and a couple of stenographers, and during the period of 
4 years I worked on nothing but shipping cases, and to say that it was 
monotonous is putting it mildly. But it was a tremendous project. 

As I say, it went on for 4 years, and I did nothing else. We were kept 
busy every day. We appeared before five different grand juries. I got 
a total of 13 indictments. 

Mr. Zetenko. Are you talking only of the Onassis cases or other 
cases ? 

Mr. Krouse. Other cases, sir. 

Mr. ZetenxKo. Mr. Krouse, I do not wish to interrupt but I wish 
in the interest of expedition you would just center your testimony 
on the question of the Onassis case. 

Mr. Krouse. I will do the best I can, sir. 

Mr. Zevtenxo. Thank you. 

Mr. Krovsr. The Onassis case was one of those cases. 

Mr. Zetenko. And when did you procure the indictments in the 
Onassis cases ? 

Mr. Krovse. I will have to refer to my little book here which is 
about the only thing I have left of this case. Everything else is in 
the Department of Justice. 

The indictment was returned in the Onassis case on October 13, 1953. 

Mr. ZreLenxKo. You had been in this investigation under the prior 
administration ? 

Mr. Krovse. I had, sir. 

Mr. ZecenKo. And then when Mr. Brownell became Attorney Gen- 
‘al you continued with it ? 

Mr. Krovuse. Yes, sir. 

Mr. ZeLtenxo. Now, did there come a time, on December 21, 1955, 
when you went into a court and made a statement before a judge on 
this transaction in which you suggested in substance that the Govern- 
ment was willing to dismiss the indictment against Mr. Onassis in 
person and some other individuals and take a plea of guilty against 
the corporations? Do you recall that? 

Mr. Krovsr. Yes. My book shows that that was December 21, 1955. 

Mr. ZeLtenko. And in your absence, and I mean when you were not 
a witness, this was put into the record ? 

Mr. Krovse. You mean my statement ? 
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Mr. ZeLENKO. Yes, sir. 

Mr. Krouse. I have it here before me, sir. I prepared it. I wrote 
it myself. 

Mr. ZeLENKO. Now, in substance you were telling the court at that 
time, were you not, that “Well, the Government is confronted by a 

serious legal issue on the interpretation of the word ‘control’ ’ 

I think } you also told the court, and I am reading from part of your 
statement, that— 

In the absence of any precedent in a criminal case this issue was too unsettled 
for the Government to predict with any certainty— 

Et cetera. 

In effect, is it fair to say that you were telling the court that you 
did not have much of a criminal case ? 

Mr. Krovuse. Frankly, I didn’t have much of a criminal case left 
after Judge Youngd: ah’ s ruling on the motions of other key defend- 
ants, and I say “key” because they were very important toward the 
establishment of conspiracy, and I—— 

Mr. ZeLenko. Before—— 

Mr. Krovse. May I finish, please ? 

I was left with a skeleton case with nothing to go on and when those 
pleas were accepted by the court, I was a happy man because I felt I 
had won a victory with oe 

Mr. Zectenko. Well, | understand, Mr. Krouse, and I do not say 
that you are in the same category. We have had a number of wit- 
nesses up here who have been very proud of their acccomplishments 
when they started to testify, but on examination perhaps they with- 
drew some of their expressions of pride. I do not say it is true in this 
case. I will not say it applies to you, but I will ask you again the 

same question. 

In effect, you were telling the court that you did not have much 
of a case and that is why you went to the court to dismiss it; is that 
right ? 

Mr. Krouse. I think my statement will speak for itself, sir. 

Mr. ZeLENKO. I mean generally. I do not want to confuse it. Is 
that generally what is done in a case like that: You ask the court to 
dismiss against certain defendants because you cannot prove the case 

Mr. Krouse. It may not be because you cannot prove the case. You 
might be able to prove the case but there may be other reasons. There 
might be legal questions involved which you cannot overcome. 

Mr. ZELENKO. When you told the court : 

In the absence of precedent in a criminal case the issue was too unsettled for 
the Government to proceed 
you were talking about the absence of precedent. That means that 
there had not been any case before that ; is that right ? 

Mr. Krouse. That is correct. 

Mr. ZeLenko. That was on this question of control. 

Mr. Krouse. That is correct. 

Mr. ZeELENKO. Now, there had been a case, had there not, before this 
case, a case of the United States against Philadelphia Marine? Do 
you recall that case ? 

Mr. Krouse. Very well, sir. 

Mr. ZeLENKO. Now, that case came before this time when you ap- 
peared in the court on this one, did it not, in point of time ? 
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Mr. Krovsr. Prior to it; that is correct. 

Mr. Zetenxo. And in that case the court interpreted the question 
of control to a jury; did it not ? 

Mr. Krovuse. Well, that is a matter of opinion, too, sir. 

Mr. ZeLENKO. Well, the court sent it toa jury. 

Mr. Krovuse. The court sent it to the j jury and may I explain some- 
thing on that? I had a terrific squabble on that very problem of what 
the court was going to tell the jury on the question of control and 

Mr. ZeLenKO. Well 

Mr. Krousg. May I finish, please ? 

My associate and I, Mr. Cunningham, who is seated here as a spec- 
tator this morning, searched ev ery “book, we searched comparable stat- 
utes in order to find some judicial decisions on what do you mean by 
control other than stock control. 

Mr. ZetenxKo. All right. 

Mr. Krouse. And we prepared several written, proposed instruc- 
tions to the jury to be given in the Philadelphia Marine case, and the 
judge threw them aside. He said he couldn't charge the jury on that. 

Now, may I finish? Defense counsel insisted that the court tell 
him at that time what he was going to tell this jury on the question 
of control, and the judge said, “Well, leave it to me. When the time 
comes, I will tell them.” He said, “I want to know now.” He said, 
“T haven’t worked it out.” And, when the time came, all the court 
did, in effect and in substance, was to tell the jury, a lay jury, what 
section 2 of the Shipping Act says, and I say it is almost impossible 
for a lawyer to understand what section 2 means, much less a lay 
jury. 

Mr. ZeLtenKo. I see. In other words, it was difficult for you to 
understand the law but, nevertheless, you went ahead with the prose- 
cution. I will not comment on that, nor on a judge’s instructions. 
Was that not the case in which your own superior, the Attorney Gen- 
eral of the United States, Mr. Brownell, appeared as a witness for the 
defendants? 

Mr. Krousr. He most certainly did, and I cross-examined him, and 
cross-examined we vigorously, sir. 

Mr. ZeLtenKo. I do not doubt that you did your job. Was that 
not the case, also, in which he testified that his law firm and he, him- 
self, personally, had represented these defendants before he became 
Attorney General ¢ 

Mr. Krouse. No question about it, and I knew about it. 

Mr. Zecenko. Just answer it. There is no question about that ? 

Mr. Krouse. No question about it. 

Mr. ZeELENKO. So, when they were put on trial, they subpenaed the 
Attorney General to come as a witness for them ? 

Mr. Krovusr. That is correct. 

Mr. Zevenko. And it came out at the trial, in Mr. Brownell’s own 
testimony, that he had been their lawyer before he became Attorney 
General in that very matter that you were prosecuting him for? 

Mr. Krovusr. No; you are not correct in that. May I correct the 
record? I think the record should be corrected, Mr. Chairman, on 

that. 

The Cuarrman. Yes; I want your correction. 
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Mr. ZeLENKO. I will offer in evidence the testimony of Mr. Brown- 
ell and let it speak for itself, and you will not have to comment on 
it. Lam going to put it in the record. 

Mr. Krouse. Well, you may put it in the record, sir, but I am telling 
you from what I know of what happened at this trial. Mr. Brown- 
ell’s firm organized the Philadelphia Marine Corp. I developed in 
my cross-examination that the matters for which the Philadelphia 
Marine Corp. was on trial occurred at least 2 years after Mr. Brown- 
ell’s firm and Mr. Brownell, himself, had ceased representing the 
Philadelphia Marine Corp. 

Mr. ZELENKO. That is right, but they had given them the advice 
upon which they backed their actions and for which they were 
indicted. 

The CuammMan. This will be put into the record. 
(The testimony referred to follows :) 


Thereupon, Herbert Brownell, Jr., called as a witness by the defendant, being 
first duly sworn, was examined and testified as follows: 


DIRECT EXAMINATION 


By Mr. WILSON: 

Q. Sir, will you state your name?—A. Herbert Brownell, Jr. 

Q. Where do you reside, sir?—-A. Washington, D. C. 

Q. What is your profession?—A. At the present time, I am Attorney General 
of the United States; a lawyer by profession. 

Q. Prior to approximately the 1st of January 1953, were you engaged in the 
practice of law in New York City ?—A. That is correct. 

Q. And in what relationship, sir?—A. I was a partner of the law firm of 
Lord, Day & Lord. 

Q. And had you been with that firm for a number of years?—A. Yes; some 
25 years. 

Q. Is that the time that you practiced law, Mr. Brownell?—A. With the ex- 
ception of 2 years, yes. 

@. Thank you, sir. Who was Mr. Garrard W. Glenn?—A. He was an asso- 
ciate in the firm at the time that I was practicing there; he later became a 
partner in the firm. 

Q. Did he assist you in certain matters which came under your supervision 
and guidance?—A. Oh, yes. 

Q. Mr. Brownell, are you acquainted with Admiral Flanigan, who sits in the 
courtroom ?—-A. Very well. 

Q. How long have you been acquainted with him, sir?—A. For 15 or 20 years. 

Q. Has he been a client of yours, sir?—A. Yes. 

Q. And do you know Mr. Samuel Loveland, one of his business associates ?— 
A. Yes; I do. 

@. Have companies in which these gentlemen were the chief proprietors, such, 
for example, as Flanigan-Loveland, Inc., been clients of yours over the years, 
sir?—A. They were clients of the firm of Lord, Day & Lord, and I meal 
the work for the firm. 

Q. Mr. Brownell, do you recall that, going back approximately to the early 
months of 1948, let’s say January or February, or, indeed, maybe even as early 
as December 1947, whether Admiral Flanigan brought to your attention the 
problem of acquiring two Liberty tankers, concerning which application had 
been made by Flanigan-Loveland, Inc., to the Maritime Administration?—A. Yes; 
I do remember that. 

Q. And will you state to His Honor and the jury whether your time was 
somewhat occupied by collaborating with the admiral in seeking financing for 
those ships ?—A. Yes; it was. 

Q. Would you state, if you can, in a word——A. Let it be understood, of course, 
that I was only working on the legal aspects of it. 

Q. I understand that, sir; but you did accompany him to various bankers in 
the Wall Street area?—A. I can’t place it at that time, but, over a period of 
time, that is correct. 


















396 TRADE-OUT AND BUILD ACTIVITIES OF ONASSIS COMPANIES 


Q. In the same time area, was it brought to your attention, either by Mr. Glenn, 
Admiral Flanigan, or both, that there was in contemplation, if it could legally be 
done so, an association and corporation with some Greek gentlemen?—A. Yes; 
I remember that. 

Q. Was that in connection with the making use of the applications for the 
Liberty tankers which the Maritime Commission had approved?—A. That is as 
I remember it; that Flanigan-Loveland, Inc., had the application in to the 
Maritime Commission and arrangements were to be made, if that application was 
accepted, to have the tankers owned by a newly formed corporation. 

Q. I refer to Greek gentlemen. I wonder if you met Mr. Kulukundis, Mr. 
Manuel Kulukundis, or Mr. Nellos Canellopoulos, either or both of them, during 
this period of time.—aA. I don’t recall that I did at that particular time. 

Q. You have made their acquaintance later, sir?—-A. I know Mr. Kulukundis; 
I don’t think I have ever met Mr. Canellopoulos. 

Q. Have you ever met Mrs. Canellopoulos ?—A. No. 

Q. Who, in your firm, actively worked in collaboration with Admiral Flanigan 
in this project?—A. Mr. Glenn was my assistant in the matter, and worked 
actively in the preparation of the papers. 

Q. Do you recall, Mr. Brownell, that a phase of the matter was the obtaining 
of mortgage loans by this corporation from the Irving Trust Co.?—A. Yes, indeed 

Q. Do you remember the name of the corporation, by the way?—A. The 
corporation which was formed ? 

Q. Yes, sir.—A. It was Philadelphia Marine Corp. 

Q. Do you recall that it was formed by your firm, that is to say, you directed 
or acquired the formation of it as one of the phases of this project ?”—A. Yes; 
I think that is an accurate statement. 

Q. This may be straining your memory. Do you remember the State under 
whose laws the corporation was formed ?—A. I don’t remember that. 

Q. Now, do you recall, Mr. Brownell, whether it was then considered cur- 
rently important that the American citizenship of this corporation be respected 
and carefully guarded?—A. I think that was the most important legal point 
involved in the whole transaction. 

Q. Do you recall whether, from time to time, Mr. Glenn either brought to 
your attention, physically, documents which he prepared, or called to your 
attention information about documents which he was preparing?—A. Well, 1 
had, I am sure, a number of discussions with Mr. Glenn in regard to those 
papers, the chief one being the opinion of our firm as to the legality of the 
transaction. 

Q. By the way, Mr. Brownell, in the course of your consideration of this 
matter, which would seem to extend over several months, did you confer with 
Admiral Flanigan and/or Mr. Loveland from time to time?——-A. Oh, yes. 

Q. Did you, sir, eventually come to the opinion that your firm could approve 
this transaction?—A. Yes: we delivered a written opinion at that time. 

Q. Now, before you delivered the written opinion, sir, were you made aware by 
Mr. Glenn or by any other means that a certain power of attorney had been 
prepared and executed ?—A. By Mrs. Canellopoulos, that is? 

Q. Yes.—A. Yes; I was familiar with that. 

Q. Can you give us, in your own language, your acquaintanceship with that 
power of attorney and your knowledge of its existence; that is, who was the 
person named as attorney in it and what was the purpose of its being executed ?— 
A. Well, as I recall it, it was a power of attorney in favor of Mrs. Canel- 
lopoulos’ husband. She was in Greece at the time the corporation was organized 
and the ships were transferred, and it was necessary to have someone on the 
spot who could be prepared to act for her in case of unexpected developments. 

Q. Now, in the course of the assembling of the necessary papers, did you learn 
that Mr. Glenn had prepared a subscription agreement ?—A. Yes. 

Q. And did you also learn, sir, that the Irving Trust Co. was requiring a deposit 
agreement in relation to the shares held by the American citizens?—A. Yes; I 
remember that. 

Q. And did it come to your attention, sir, that the power of attorney had to be 
employed by Mr. Canellopoulos to sign his wife’s name to both those docu- 
ments?—A. That is my recollection, yes; that was the only way it could be done 
at the time because of her absence from the country. 

Q. Do you recall having been shown the subscription agreement prior to the 
issuance of the opinion letter?—A. Well, I’d say this: That the general course 
of action we had in these matters, when you supervise a transaction of this kind, 
is that the partner in charge—and I was the partner in charge of this particular 
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matter—goes over the opinion very carefully and calls on his associates to pro- 
duce the supporting documents and information on which judgment is based. 
You set forth your judgment in the opinion and, naturally, you have to review 
the circumstances and the papers that were involved in the transaction in order 
to reach that judgment; so, generally speaking, I did review all of the papers 
which were necessary to have in order to deliver the firm’s opinion as to the 
legality of the transaction. 

Q. Mr. Brownell, based upon the information which came to your attention in 
one form or another prior to the issuance of your opinion letter, had you reached 
the opinion, sir, that a majority of the stock in this corporation was genuinely 
owned by American citizens?—A. Yes; that was basic to the opinion itself. 

Q. And, in reaching that conclusion, were you aware of the existence and gen- 
erally of the form of the power of attorney which Mrs. Canellopoulos had 
executed in favor of Mr.—not in favor of, but to Mr. Canellopoulos as attorney ?— 
A. Yes. 

Q. And, sir, was it your opinion that that document did not detract from the 
conclusion that a majority of the shares of the stock, including the shares owned 
by Mrs. Canellopoulos, was genuinely owned by citizens of the United States ?— 
A. It was and is my opinion. 

Q. You were aware, were you not, that Mr. Canellopoulos was a Greek citi- 
zen ?—A. Yes. 

Q. And that Mr. Kulukundis was a Greek citizen?—A. That is right. 

Q. Now, may I show you, sir, what has been marked “Government’s Exhibit 
No. 63” and ask you if you can glance at it and assure yourself what it is and 
state what ‘t is, please, sir?—-A. Well, that is the legal opinion of Lord, Day & 
Lord in this particular matter. 

Q. The initials are Mr. Glenn’s, I believe, on the fourth page, are they not, 
sir?—A. G. W. G., that is right. 

Q. I don’t know whether you recognize the handwriting, Mr. Glenn said that 
was his handwriting, too.—A. I wouldn’t know about that. 

Q. Mr. Brownell, before that letter was dispatched to the Irving Trust Co., 
did you go over it with Mr. Glenn?—A. Yes, sir. 

Q. In considerable detail?—A. That is correct. 

Q. Do you recall whether you called for any of the supporting documents, 
or that there were supporting documents to the letter, sir?—A. I’d be very 
surprised if I didn’t, because that was our usual practice. 

Q. And you approved the letter in its entirety?—A. Yes. The fact of the 
matter is, I don’t think it could have been sent out without my approval, because 
I was the partner in charge of the particular case. 

Q. Now, may I ask you whether virtually simultaneously with the dispatch 
of that letter, and I don’t mean to the day, because that would be impossible, 
whether you acquainted Admiral Flanigan with the fact that you had approved 
or were approving the transaction ?—A. Yes, while this opinion letter is directed 
to the Irving Trust Co., it was delivered at the express request of Admiral 
Flanigan of Flanigan-Loveland, Inc., because they were our clients in the 
matter, and orally we advised Admiral Flanigan and Mr. Loveland both that 
this was to be our opinion before we delivered it. 

Q. May I ask you, somewhat by way of conclusion, if you gentlemen don’t 
object to it, since Flanigan-Loveland, Inc., had been your client for a long 
time, would you have permitted them, so far as you could have stopped them 
from going into this transaction, had you had any doubt about it?—A. If I 
had had any doubt about the legality of it, I certainly never would have deliv- 
ered this opinion or given them that advice. 

Q. And, sir, did you after that date, from time to time, give advice to Admiral 
Flanigan or his company about various matters ?—A. Yes. 

Q. None of which I shall inquire about.—A. Yes, after 1948, you mean? 

@. Yes.—A. Oh, yes, right up until the time I left the firm and came here 
to Washington. 

Mr. WILson. Will you excuse me a moment, Your Honor, please? 

You may cross-examine, gentlemen. 


CROSS-EXAMIN ATION 
By Mr. KrouseE: 

Q. Mr. Brownell, Mr. Glenn submitted this draft of the opinion to you. Did 
you make any changes in it, do you recall?—A. I'd have to read it through to 
see if I could recall any. I remember discussing with him, I hope this will 
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be helpful to you, the general form of the opinion. There are more or less 
standard forms which the law firms use in giving opinions on financing projects 
of this general type, and I remember discussing with him as to the particular 
type of opinion that was to be given, and we agreed upun this form. I cannot 
say that I remember making any typographical changes or changes in wording 
in it. 

Q. Now, with respect to the power of attorney that Mr. Wilson has talked 
about, was the intent and purpose of that power of attorney that it be used in 
connection with the signing of the subscription agreement and the deposit 
agreement ?—A. My recollection is this, that when it became clear that this 
group of people were to become stockholders of this company, the next problem 
we had to consider was whether we could get them all together at the closing 
of the transaction. It appeared that Mrs. Canellopoulos was not going to be 
able to come over for that. You never can tell ahead of time just exactly what 
papers have to be signed or what steps have to be taken because you had to 
consider the requirements of the Irving Trust Co. as a loaner of money, and the 
requirements of the Maritime Commission, the papers that would have to be 
signed there, as well as the regular corporate papers, and we felt the best 
solution of that problem was to get a power of attorney of this type from Mrs. 
Canellopoulos and have it on hand so that there would be someone right there 
in New York who could sign the necessary papers to put the transaction into 
effect. 

Q. What I really had in mind was whether or not the purpose of the power 
of attorney was restricted to the signing of those two documents or whether 
it was intended that it be used for other things in addition to that.—A. Well, it 
was to be on hand for emergencies, if at the last minute the Maritime Commission 
required a signature by the stockholders or something we hadn’t anticipated 
there would be somebody right there on the job to be able to take care of 
that. 

Q. Do you know whether or not it was intended to be used by Mr. Canellopoulos 
to sell and transfer his wife’s stock?—A. I would doubt that very much. 

Q. Do you think it was intended to be used by Mr. Canellopoulos to exercise 
her right of vote which she would have under the stock ?—A. It is conceivable 
that at sometime or other, it might have, but that was not the primary purpose 
of it. It was broad enough so in a particular instance, if something would 
come up that needed a quick vote, I would think it would have been done, but 
it certainly would not be any authority to him to transfer her stock or in any 
way change the total setup as to citizenship. 

Q. Do you recall whether or not the purpose of the power of attorney was to 
permit him to pledge her stock?—A. No, I would think that that would have 
been out of the question because of the very stringent requirement of the 
Irving Trust Co., who was loaning the money here, that there were to be no 
transfers or pledges of the stock which would in any way upset the basic fact 
here, which was that the corporation was to be an American citizen. 

Q. I understood you to say that you had met Mr. Kulukundis but you had not 
met Mr. Canellopoulos; is that correct ?—-A. That is correct. 

Q. Do you recall now when it was that you met Mr. Kulukundis? Was it 
before or after the corporation had been formed?—A. My recollection is that it 
was after this whole transaction. It was in connection with a separate trans- 
action in which we later represented Admiral Flanigan. 

Q. Do you recall, Mr. Brownell, that Mr. Loveland had been appointed the 
first president of the Philadelphia Marine Corp.?—A. I can’t say that I actually 
remember that, no. I didn’t know whether it was Admiral Flanigan or Mr. 
Loveland. 

Q. Do you recall having a subsequent conversation with Admiral Flanigan in 
which you suggested that he should become the president in lieu of Mr. Love- 
land ?—A. I think I do remember that, but I don’t remember the details of it. 
As I think back on it now, I believe Mr. Loveland went in for a short period 
of time only and then Admiral Flanigan was later elected ; I don’t know whether 
I am correct in that or not, but that is my recollection. 

Q. Now, am I correct, Mr. Brownell, that your firm ceased its representation 
of the Philadelphia Marine Corp. after April 1948?—A. Yes. 

Q. And you did not represent it in the interim period between that date and 
December 5, 1950?—A. Was that later date the time that we had the merger? 

Q. That was in 1952.—A. Well, there may have been an intervening repre- 
sentation there; it was a considerable period of time after April 1948, before we 
again represented them. 
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Q. Were you advised, Mr. Brownell, of how this company was to operate 
financially after it purchased these two vessels from the Maritime Administra- 
tion?—A. You mean as to the chartering of the vessels? 

Q. Well, I understand they had to get a loan from the Irving Trust Co.—A. We 
knew all about the Irving Trust Co., and worked closely with the counsel of 
Irving Trust in the original transaction, yes. 

Q. Do you recall how they were going to get the money that was necessary 
to meet necessary expenses in connection with repairs of these vessels which 
they were getting?—A. Yes, that was included in the original loan, that is the 
only financial transaction that I remember at the time, was the original loan 
from the Irving Trust Co. 

Q. In other words, you were not advised that in order to meet necessary bills, 
aside from the loan, that Mr. Kulukundis was to advance the money to the 
company? 

The Court. Mr. Krouse, I think you are far beyond the scope of the direct 
examination ; those loans come much later after this date. 

Mr. Brownell, as I understand it, up to April 1948, your firm was engaged in 
the legal steps necessary to form the corporation that was to take over the 
vessels, also the deposit agreement and the loan from the bank? 

The WITNEss. That is correct, Your Honor. 

The Courr. Then there was an interval of time before you picked up any 
further representation ? 

The Witness. A considerable interval ; yes. 

Mr. Krouse. I quite agree with Your Honor that those advances did come 
later. 

The Court. Give me the date that you contend they first came up. The 
Court’s recollection is it was 1952, 1951. 

Mr. Krouse. Mr. Kulukundis’ advances to the company? 

The Court. That is right. 

Mr. Krouse. They took place from September 1948 on, if Your Honor please. 

The Court. Well, the witness has testified that their representation virtually 
ceased in April 1948. 

Mr. Krouse. That is quite true, if Your Honor please, but my query was 
whether or not counsel was advised as to theSe matters, as to what would 
be done in connection with the operation of the company. 

The Courr. The broad question you can ask him, but you heard the witness 
say after April, when the opinion was filed, they virtually ceased to represent 
him. 

The Witness. That is correct, Your Honor. 

The Court. The pending question, Mr. Brownell, is whether or not you had 
any personal knowledge of any financing by Mr. Kulukundis that came after 
September of 1948? 

The WITNEss. Later in that year? 

The Court. Yes, sir. 

The WitNgEss. The answer is “No,” 

By Mr. KRrouseE: 

Q. Did you ever meet any of the stockholders, Mr. Brownell?—A. Have you 
got a list of them there? 

Q. Suppose I mention some names: Mr. Cosmetto, Dr. Kotsos, Miss Dekranis, 
Miss Kalfas; were you advised they would be stockholders?—A. We had the 
list at the time, yes. I guess I could have looked here, some of these names are 
in here. Do you want me to run down that list? 

Q. No, I don’t think that is necessary.—A. I knew some of them; I knew 
Gordon Michler, for example. 

Q. Were you advised, Mr. Brownell, who the operator of the vessels would 
be, what company ?—A. I can’t recall now. 

Q. Do you recall ever hearing the name of Mar-Trade Corp.?—A. Not at 
that time. 

Q. Do you recall whether or not you were advised that a Mr. Hazapis and 
a Mr. Loverdos would be named respectively treasurer and secretary of the 
corporation ?—-A. I believe the original election was held right at this time 
that the corporation was organized, so if they were the original officers, I was 
aware of that. 

Q. Do you recall whether or not you were advised of their close relationship 
in connection with Mr. Kulukundis?—A. I remember Mr. Hazapis was very close 
to him, yes. I can’t recollect about the other name that you mentioned. 

Mr. Krovusre. Would Your Honor indulge me just for a moment? 
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I have no further questions, thank you. 

The Court. Any redirect? 

Mr. Witson. May Mr. Brownell be excused? 

The Court. Yes, and may we extend the season’s greetings to you. 

The Witness. Thank you very much, I appreciate your fitting me into the 
time. 

( Witness excused. ) 

Mr. Krovuse. But the situation had changed. There was a consider- 
able stock change there after Mr. Brownell’s firm had ceased rep- 
resenting the Philadelphia Marine Corp. 

Mr. Zetenko. That is enough of the Philadelphia Marine. I know 
none of us wants to be diverted from the Onassis transactions. 

Now, getting to December 21 in which you said there was no prece- 
dent and you said in the Phil: idelphia Marine case you had difficulty 
prov iding stock control or some kind of control and the judge would 
not charge the jury in the way you wanted and that is in the case in 
which, of course, Mr. Brownell was the witness for the defendants, 
coming to this case, were you the man who drew this memor: andum 
in the De partment of Justice / 

I will show you that and ask you whether you were the man who 
drew this. 

Mr. Krouse. Is that dated August 8, 1955? 

Mr. ZeLenKo. That is correct. There is no date on it. That was 
the date. 

Mr. Krovser. It begins: 


PRELIMINARY STATEMENT 


The purpose of this memorandum is to comment on trial strength * * * 

Mr. ZeLtenko. Yes, that is right. 

Mr. Krovuse. I not only drew that but I am also the man who sug- 
gested to Mr. Anderson that that be given to this committee for its 
use and I would prefer, Mr. Zelenko, that it not be made part of the 
record because I have commented there on certain matters that might 
reflect unfavorably on certain individuals. 

Mr. ZELENKO. That is exactly so. May I tell you that it is already 
part of the record? This was put into the record at one of the prior 
hearings but I have had it in my possession because I want to use it. 
It is already part of the record so your request, unfortunately, is 
too late. It does reflect on some individuals. How I shall not dis- 
cuss. I want to find this out. You were the one who drew this? 

Mr. Krouse. That is right. 

Mr. ZeLENKo. Now, you went into the court on December 21 of 
1955 and in effect you told the court you did not have much of a case: 
that is why you wanted to dismiss it. Is that right ? 

Mr. Krovse. I told the court exac tly what I said there, Mr. Zelenko, 
and that statement speaks for itself. 

Mr. ZELENKo. What does it mean, sir? Do you mean that? 

As a matter of practice, you would not go into a court and ask a 
court to dismiss a case if you had a good case, ‘would you? 

Mr. Krovsr. Mr. Zelenko, I have frequently gone into court and 
dismissed cases where I thought that I had : 1 good ¢ ease but I had 
certain legal obstacles that I could not possibly overcome. 

Mr. ZeLteEnKo. When I talk of a good case I mean a case that the 
United States can prosecute, good in the sense that it is something 
that can be proved, a crime that can be proved. 
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Mr. Krousr. You are assuming, then, that all the evidence can go 
in, that you can establish every element of the — and there are 
no legal hurdles or problems that you can’t get over. Now, assuming 
that, Is say “Yes.” 

Mr. ZetenKko. Let me read you what you yourself said in this 
Department of Justice memorandum about this particular Onassis 
‘ase. And what was the date of this, August what? 

Mr. Krovuse. August 8, 1955. 

Mr. ZELENKo. August 8, 1955. 

Mr. Krouse. Page 12. 

Mr. ZeLENKO. That is right. 

Now you in 12 pages had made a preliminary statement and, by 
the way, who had you prepared this for ? 

Mr. Krovuse. I prepared that at the request of Mr. Olney and I 
will be glad to give you what information I have on that score if 
you w ant it. 

Mr. Ze.enKko. This was for Mr. Olney, who was Chief of the 
Criminal Division ? 

Mr. Krouse. That is correct. 

Mr. ZeELENKO. What he did with it you do not know. What he did 
with it outside of your presence you do not know? You submitted it 
to him ? 

Mr. Krovuse. That is right. 

Mr. ZevenKo. By the way, was that drawn up after this so-called 
decision by Judge Youngdahl? A little while ago, and we do not 
want to get too legal here, you said that a certain Judge Youngdahl 
had made a decision regarding certain of the defendants, and as a 
result of that, it weakened your case. Was this decision of Judge 
Youngdahl’s before or after you drew this? 

Mr. Krousr. It wasbefore. It was September 9, 1954. 

Mr. ZeELENKO. All right. Now, you told us a little while ago that 
as a result of a decision by Judge Youngdahl in regard to some of 
these defendants that your case had weakened tremendously. 

Mr. Krousr. No question about it. 

Mr. Zecenko. All right. Now, 1 year after Judge Youngdahl 
gave this decision, about a year later, 11 months later, you drew up a 
memorandum to give to your superior and you were in charge of 
these cases and your superior wanted to know what about these cases. 
That is usual in any case. 

Your superior sends down to you and says, “What is doing in this 
case or that case?” 

You prepared this, and let me read you what you said 1 year after 
the Youngdahl decision and about 4 months before you went in and 
told the court that you did not have a good case or you could not prove 
it over whatever you call it, Leal obstacles. You talk in one para- 
graph and say as follows, and you are making a little résumé. You 
say— 

Proof of the foregoing facts will be established by a large mass of documents 
consisting of Maritime records, records of companies, the banks, Metropolitan 
Life Insurance Co., Socony Vacuum, Spence & Young, together with testi- 
mony of persons connected with the companies, former employees thereof, 
Government officials, bank officials, employees of Simpson, Spence & Young, 
and the Central Steamship Co., agents of the FBI as well as statements of 
Onassis and Berenson. 
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You say assuming the proposed evidence is admitted. 

Mr. Krousr. Assuming all the proposed evidence. 

Mr. ZeLENKO. Just a moment. 

As lawyers, either civil or criminal, when we prepare a case we 
never do know in advance, do we, sir, whether all the evidence will be 
admitted ? 

Mr. Krouse. We do not. 

Mr. ZELENKO. We form an opinion before we go to trial and hope 
that our evidence will be admitted. 

Mr. Krousr. That is correct. 

Mr. ZeLenKo. Here is what you say: 

Assuming all the proposed evidence is admitted, it will be clearly and defi- 
nitely established that defendant corporations would not have functioned with- 
out Onassis, that Onassis had actual as well as economic control over the 
companies which he was permitted to exercise, that this control was not only 
contemplated and intended by the conspirators when Onassis was unable to 
get the vessels directly, but carried out by them even to the present time when 
Onassis instituted negotiations with the Civil Division looking toward a settle- 
ment of the pending civil proceedings. 

I will read you again your first sentence in your conclusion: 

Assuming the proposed evidence is admitted, it will be clearly and definitely 
established— 
and then you go ahead in this paragraph in plain language and say: 

We will prove control every way, economic, and every other way. 

This reads a little different from a standpoint of what you had from 
what you told the court. 

Mr. Krovusr. Not at all, sir. I still stand by that statement, and I 
still stand by the statement I made in court, and if I had to do it over 
again today I would have said the same thing in that memorandum, 
and I would have said the same thing in court. 

Mr. ZeLeENKo. Whether you would have done it over again or not is 
subject to conjecture. 

Mr. Krovusr. No conjecture on my part, sir. 

Mr. ZeLenxKo. I want to know this, sir: What you told the court in 
effect was—and you word it any way you want—that one of the rea- 
sons for asking the court to dismiss the case was that, by reason of 
legal obstac les or the fact that your case was not too good, you wanted 
the court to dismiss it. Now, that is what you told the court in De- 

cember of 1955. You told us a little while ago that, because Judge 

Youngdahl] did something in September 1954, your case was weak. 
Yet in 1955 you are telling your superior that you have a good solid 
case, that you can prov e control, any kind of control. 

Is that not what you said here ? 

Mr. Krovse. If I could go into court. 

Mr. Zevenxo. I ask you first of all, is that what you said to your 
superior, the thing that I just read to you? 

Mr. Krouser. I said, assuming that all that evidence is admitted, sir, 
and let us assume that, please. 

Mr. Zevenxo. All right. 

Mr. Krovuse. I say that the statement speaks for itself. 

Mr. Zetenko. You did not know at that time whether any judge 
later on would admit the evidence or not, did you ¢ 

Mr. Krovuse. Well, I have had a lot of experience as a trial lawyer, 
sir. 
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Mr. ZELENKO. So have all of us. I ask you this: You were giving 
your boss or your superior a report. You said, “Assuming what we 
have is admitted by the court, we have a locked-up case. We have a 
solid case.” 

Now, what happened between the time you wrote this opinion and 
the time you went into court and told the judge, “This question of 
control is too unsettled. We do not know whether we can prove it.” 

Now, the judge that you gave that to had not ruled on any evidence, 
had he? 

Mr. Krovuss. He most certainly had not. 

Mr. ZELENKO. Well, what caused you to change your mind or to 
back away from your own opinion or who caused you to change your 
mind? 

Mr. Krovuse. Well, I ask you in fairness, Mr. Zelenko, let’s consider 
my whole memorandum, will you please ¢ 

Mr. ZELENKO. Yes, sir. We most certainly will. 

Mr. Krovusr. Now, Mr. Olney called me into his office—and I would 
like to get the whole story in here. He told me—he said, “I under- 
stand that in this Onassis case that they have reached some under- 
standing in the Civil Division on the civil litigation and that they want 
to come down here and talk to me about the disposition of the criminal 
case. What they want to do I don't know. Now, I don’t know all 
the ins and outs of that case.” 

Mr. Zetenxo. Is this Mr. Olney 

Mr. Krousr. This is Mr. Olney 

Mr. Zetenko. Mr. Olney said he did not know all the ins and outs? 

Mr. Krouse. He wasn’t the trial lawyer. He knew about the case 
generally and briefly what it was, but all of the evidence and the whole 
picture he did not have. He said, “I wish you would give me, before 
T talk with these men, a memorandum as brief as you can make it, the 
whole case. I want the whole picture of what the case is about from 
A to izzard and what is the relative strength of the case on one side 
and what are the weaknesses of the case on the other side. Lay that 
out tome.” AndI did. I laid it out here. 

There are no recommendations in here. I never made a recommen- 
dation unless I was asked for it. 

Mr. Zetenxo. Pardonme. May I interrupt? 

Were you asked for a recommendation in this case ? 

Mr. Krovse. I was not asked for my recommendation, and I gave 
none. 

Mr. ZeLENKO. There are some cases in which you are asked for a 
recommendation ¢ 

Mr. Krovse. Some cases. 

Mr. ZeLtenko. You were the trial man generally in this group of 
cases. Inthiscase nobody asked you for a recommendation ? 

Mr. Krouse. I was not asked for a recommendation. 

Mr. ZetENKo. You are now referring to the fact that as a result of 
that conference with Mr. Olney you drew up this memorandum ? 

Mr. Krouse. That is correct. I prepared my memorandum and I 
put it in the draft form, and I never submitted anything to anybody 
without consulting with my associates, because I felt that they were 
just as good lawyers as anybody else. I wanted their views and I 
asked their views on everything. 
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We went over this thing line by line, and we were very careful 
about the language and how we phrased it and everything. 

I submitted it to my immediate superior, Mr. Paisley, “who was chief 
of the trial staff, and knew ver y little about the case. He knew about 
it in a general sort of way. 

Bill read this ver y carefully. He studied it by himself. 

Mr. ZetenKo. Who is this man ? 

Mr. Krousre. Mr. William Paisley. He called me in and said, 
read your proposed memo. I think it is very good. I think it isa 
very good an: alysis of the whole situation.’ 

Followi ing that, I put it in final form and submitted it to Mr. Olney. 
That was in August. I heard nothing more about the matter until 
some time in December—what date I do not remember. 

Mr. Olney called me and said, “These gentlemen are coming here 
on this Onassis case and want to talk about disposition of the case. 
I wish you would come in.” 

I did goin. I met Mr. Ross, who is seated here. He was one of the 
lawyers. Mr. William E. Leahy—— 

Mr. ZeLenKo. He was one of Mr. Onassis’ lawyers / 

Mr. Krouse. That is correct. I think he represented the companies. 

I believe Mr. Leahy was Mr. Onassis’ attorney in the criminal cases 
only. 

Mr. William J. Hughes, an associate of Mr. Leahy, and I remember 
Mr. Leahy coming up to me and putting his arm around me and he 

said, “We have got everything settled upstairs,” and he said, “I would 
like to get this out of the w ay. 

He said, “I would like to get rid of it all at one time.” 

Mr. ZeLenko. Who was the one who said that 

Mr. Krouse. William FE. Leahy. He is now deceased. He was one 
of the leading members of the District bar. 

We went into Mr. Olney’s office and Mr. Olney heard the story. 
I do not recall whether he indicated at that time what he was going 
to do —Mr. Ross perhaps has some better memory on it than I—or 
whether a day or two passed and then he made up his mind; but | 
do recall that Mr. Olney said, “I have considered your memorandum. 
I have considered everything.” He weighed everything very care- 
fully, and he said: “I think this is the disposition we ought to make. 
What do you think ?’ 

And I said: “I think that is a good disposition.” 

Mr. ZeLeENKO. Your boss was telling you you ought to make a certain 
disposition and you agreed with him ¢ 

Mr. Krousr. He said, “I think this is the (lisposition,” and I agreed 
with him. 

Mr. Zetenko. This case was a much stronger case than the Phil- 
adelphia Marine case / 

Mr. Krousr. It was stronger in various respects. They are two 
different cases. 

The Philadelphia Marine did not involve the sale of a vessel by the 
Government. It involved the transfer of a mortgage and an install- 
ment payment made in connection with the transfer. 

Mr. Zetenko. Without going into the technicalities of the case gen- 
erally as a case, under one of your statements of weaknesses of the case, 
you say 

In my opinion the evidence in this case is much stronger than the Philadelphia 
Marine. 
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You do not know whether the jury in the Philadelphia Marine case 
acquitted the defendants because the judge argued about control 
or iachue the Attorney General himself came down as a witness for 
these people? You do not know that, do you? Nobody does. 

Here you say, “This is a much stronger case.’ 

Let me tell you a couple of more things that you said. I think we 
had some of this in the testimony from some of the witnesses, too. 

Mr. Krousr. Weakness No. 1 

Mr. ZeLenKo. I will cover them all, but I would prefer to go this 
way. 

Here is weakness No. 1. 

One of the so-called weaknesses was that the Government lost no 
money. Yousaid this. 

You said: 

There has been no direct pecuniary loss to the Government. 

Mr. Krouse. That is right. 

Mr. ZELENKO (reading:) : 

However, this weakness is more than compensated by the fact that the viola- 
tion here goes beyond fiscal consideration. It is the purpose of the shipping 
laws to preserve an American merchant marine controlled by American citizens 
which would be available in time of war or national emergency. 


You said: 

This purpose was thwarted in this instance by Onassis and the American 
citizens who sold their birthright for a mess of pottage and who connived 
with him to purchase these vessels under the misrepresentation that these com- 
panies were citizen controlled. 

Mr. Krouse. That is right. 

Mr. ZELENKOo. Now, one of the so-called weaknesses was that the 
Government lost no money but your opinion was that, even if the 
Government did not lose any money, that the crime here far tran- 
scended the lossof money. This is your opinion ? 

Mr. Krouse. That is my opinion. 

Mr. ZeLENKO. I agree with you, sir. I agree with you. 

Mr. Krouse. And do you agree also, Mr. Zelenko, as a trial lawyer, 
when you are trying a case before a jury and particularly, say, “the 
Government of the United States has been defrauded and 12 lay 
people sitting there and they have heard all the evidence and they get 
in the jury room and they say, “Where is the evidence here th: at the 
Government lost anything? They say the Government was de- 
frauded.” Now the judge can sit there all d: ay and he can say, “Yes, 
ladies and gentlemen, I instructed you as a matter of law that the 
Government has been defrauded.” 

Mr. ZeLtenko. Mr. Krouse, let us be practical. 

Mr. Krovse. That is what I am trying to do, sir. 

Mr. Zetenko. There are at least 50 crimes on the book and you 
have prosecuted them where the Government has never lost a penny, 
so do not tell us that you are going to have difficulty with the jury. 

Mr. Krovusr. Yes, let’s be practical. I have lost a lot of those cases 
and so have you, Mr. Zelenko. 

Mr. ZELENKO. I lost them on the defendants’ side. 

Mr. Krouser. Well, congratulations. 

Mr. ZeELENKO. I have rarely lost them on the Government side. That 
is beside the point. 
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The point is that it was your firm opinion that this was so impor- 
tant that it far transcended the money involved, that certain Ameri- 
can citizens had sold their birthright. 

That is your opinion, and I agree with you. 

Mr. Krovuse. Mr. Zelenko, I laid it on the line. I laid my cards on 
the table exactly how I felt about this case and there wasn’ 't anybody 
in these U nited States who would have liked to have put Mr. Onassis 
in jail more than I would. 

Mr. Zevenko. Mr. Krause, I agree with you and I tell you and I 
will not belabor the subject that your memorandum is replete with the 
feeling and opinions of that kind. 

Mr. Krovse. Yes, sir. 

Mr. ZELENKO. I say it is a strong one. It indicates that this case 
should have gone to trial. It indicates that, and I think, sir, that you 
were correct in your opinion in what you express here, the part that 
we read and all these things. 

What we are interested in, sir, is this 

Mr. Kroussr. Now, Mr. Zelenko—— 

Mr. ZeLenko. I agree and want to compliment you on this memo- 
randum. 

Mr. Krovse. You say it should have gone to trial. That is where 
I disagree with you, sir, because that is my honest opinion also. You 
are entitled to your honest opinion. 

Mr. ZeLtenKo. Just a minute, sir. You give this memorandum 
which is a pretty strong one, and you set up not only the conclusion 
which we read before about how strong you felt the case was and I 
pick one of these things out and you can take my word I can go 
through allofthem. I think they are all in the same tenor. 

You take apart the so-called weaknesses and show how you overcome 
them. 

Mr. Krouse. As long as it is in the record I would like all of those in. 

Mr. ZetenKo. Some time after you drew this up your boss calls you 
up and they come in with the lawyers for Onassis and there is a sug- 
gestion made that they are settling the civil case and, well, it would be 
a good idea to settle it this way. This is your superior telling you 
that, is it not? 

Mr. Krousr. That is my recollection of what happened, sir. 

Mr. ZetenKo. Right. I see. 

Mr. Krovusr. At that late date. 

Mr. Zetenko. Of course, you agree with him. You told us. 

Mr. Krovse. I certainly did and still agree with him, sir. 

Mr. ZeLENKO. [ see. 

Let me ask you this: Did you know as part of the settlement of the 
civil case that the reason that Mr, Onassis paid the $7 million or was 
supposed to pay it was that he could get out of the criminal case? 
Did you know that? 

Mr. Krovse. I don’t know it and never heard of it. 

Mr. ZeLenKo. I see. We heard of it. Mr. Onassis came down here 
and sat in the same chair that you sat in, Mr. Krouse, and said that he 
got down to Mr. Burger, head of the Civil Division, right after he 
was indicted. 

First he sent the telegram to Mr. Brownell, and he found his way 
to Mr. Burger’s office and they finally arranged an appointment. 
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And he said, “What is the ransom?” and Mr. Onassis told us in no 
uncertain terms that the only reason that he paid this fine or wanted to 
settle the cases was so he could get out of the criminal case and he 
said that was his understanding : and that is why he paid it. 

You say that that to you is a surprise. 

Mr. Krouse. It most certainly is, and I don’t know what Mr. 
Onassis said but I do know about the telegram, and as soon as I got 
it, within 5 minutes, there was a bench warrant on its way to New 
York City to pick up Mr. Onassis. 

Mr. ZetenxKo. I do not doubt that. 

I would like to say, Mr. Krouse, that I commend you on this memo- 
randum. 

I will tell you something else or ask you something. Did you dis- 
cuss with Mr. Olney what you were going to say in the court on 
December 21, 1955? 

Mr. Krousr. Mr. Zelenko, what I did was this: When it was de- 
cided what we would do, I knew that I would have to make certain 
representations to the court as to this disposition. That is required 
by the rules of the court. Any dismissal is subject to approval by the 
court. 

Mr. ZeLenko. I want to interrupt for a moment. 

In other words, the practice is that the Attorney General comes in 
and he has to tell the court why he does not want to proceed with a 
certain case. Is that right? 

Mr. Krousr. That is right. 

Mr. ZeLenxo. And then it is up to the court on what the court hears 
to decide whether the court will go along with it, is that right? 

Mr. Krousr. That is correct. 

Mr. Zetenko. Allright. That is what you did here? 

Mr. Krovuse. I prepared a statement in writing and, so that I would 
not be misquoted by lawyers or other people as to exactly what I said, 
{ submitted it to Mr. Olney with a note that this is what I propose to 
state to the court. 

He approved that statement. 

Mr. ZeLenko. Yes, sir. 

Mr. Krousre. And when I got into open court, I read the entire 
statement from beginning to end. 

Mr. ZetenKo. We havea copy here. You did not tell the court, did 
you, some of the material that you put in your memorandum; in other 
words, what you told the court—— 

Mr. Krouse. It wasn’t necessary. 

Mr. Zevenko. In other words, what you told the court about the 
difficulty of proving control. 

Mr. Krovuse. I could have, but it wasn’t necessary. 

Mr. Zetenko. You did not tell the court that you could prove this 
control from an economic standpoint and every other one, did you? 

Mr. Krovssg. I did not tell the court that; no. I told the court 
exactly what is in that statement, no more no less. 

Mr. Zevenko. Right; and what is in that statement that you told 
the court is that you would have difficulty proving control. 

Mr. Krovuse. I didn’t say that. 

Mr. ZELENKO. Well, what does it say ? 

Mr. Krovusr. I say it speaks for itself. 
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Mr. Zecenko. Right; and I am going to read it to you. 
It says: 


The Government is confronted by a serious legal issue on the interpretation 
of the word “control” as defined in section 2. It is essential to the Government’s 
case * * *, 


That is what you told the court. 


It is essential to the Government’s case that United States Petroleum Carriers 
and Victory Carriers be proven to be under alien control. The Merchant Ship 
Sales Act under which the vessels involved in this indictment were obtained 
requires that these corporations meet the tests of United States citizenship as 
defined in section 2 of the Shipping Act of 19386 as amended. One of these tests 
involves an interpretation of the meaning of “alien control.” In the absence of any 
precedents in a criminal case this issue is too unsettled for the Government to 
predict with any certainty what the outcome of a trial of this indictment * * *, 





Now, what you are telling the court—and if I misinterpret it, you 
tell me—is that, first of all, you have no precedent, which means it is a 
new concept. 

Mr. Krouse. No question about it. 

Mr. ZeLENKO. Do you mean to say that the Attorney General of the 
United States has ever been reluctant to prosecute a case under a law 
because there has not been any such case tried before? That is what 
you told the court here. You said that is one of the reasons for your 
not proceeding. 

There isno precedent. That is what you told the court. 

Mr. Krovuse. Mr. Zelenko, you don’t try to get a hole through a wall 
by butting your head. 

Mr. Zevenxo. To what are you alluding? What are you alluding 
to? 

Mr. Krovuse. You don’t go into court with nothing. 

Mr. Zetenko. Just a minute, sir. You told the court that you had 
not. I want to take it piece by piece. 

You told the court you had no precedent. ‘That is one of the reasons. 

Then you said you would have difficulty on the inter pretation of alien 
control and yet 2 months before you tell your superior you have this 
thing loc oo up. You havea solid case. 

Now, I ask you, sir, did you disclose to the court everything that the 
Government had? Did you or did you not ? 

Mr. Krovse. I disclosed to the court the honest truth and in my 
strength—— 

Mr. ZeLENKO. All of it? 

Mr. Krovse. In my strength of the case that was my point of view 
or opinion of the case in its best outlook, but you have not dealt, Mr. 
Zelenko, with the weaknesses of the case, and I ask you to please come 
back and ask me a few questions about those as a practical lawyer. 

Mr. Ze_enxko. I am going to read them to you. 

Mr. Krovuse. Read them, please. 

Mr. ZeLENKO. Now, let us go into them. 

First of all, you told the court the truth. I do not think this is a 
question us Sy eacin This is a question of opinion or disclosure and what 
you had. I do not say you lied to the court. 

Mr. Krousr. You implied that, Mr. Zelenko. 

Mr. ZetenKo. Not. only implied but I tell you you did not tell the 
court everything. You did not tell the court everything you had in 
the case. 
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Mr. Krouse. I didn’t have to get up there and read all these weak- 
nesses to the court. 

Mr. ZELENKO. Just a minute. 

Did you read the strengths of the case to the court ? 

Mr. Krousr. Because to me that was the most important thing in 
the case. 

Mr. ZELENKO. Do you think it would have been more fair to the 
court in this case, and I am not going into what is more fair, but do 
you not think if you had an opinion on the strength of the case that 
that was a matter for the court ¢ 

Mr. Krouse. Judge Youngdahl, you must remember, had this case 
before him. 

Mr. Zetenko. That all goes before. You expressed this opinion 
long after Judge Youngdah!l acted in the case. 

Mr. Krousr. Of course. 

Mr. ZeELENKO. You expressed a pretty firm opinion. 

Mr. Krovuse. Sure. 

Mr. ZeLenkKo. Who was this judge, by the way ? 

Mr. Krovuse. Judge Luther Youngdahl. 

Mr. ZeLENKO. The same judge? 

Mr. Krousr. The same judge, sir. 

Mr. ZELENKO. Was Judge Youngdahl the judge in the Philadelphia 
Marine case ? 

Mr. Krouse. He was not, sir. 

Mr. ZeLenkKo. Let us see what your weaknesses are. I read No. 8: 

No. 8 was that— 

Although the Government did not lose any money you felt that this crime was 
one that should be prosecuted even though there was no money involved. 

That was opinion No. 8 on weaknesses. You have it before you; 
have you not’ This business that I read to you before about, al- 
though the Government lost no money, that came under your heading 
of weaknesses / 

Mr. Krouse. That is right. 

Mr. ZeELENKO. That was weakness No. 8. You said: 

The Government lost no money but this is a heinous crime and that American 
citizens having sold their birthright we should go ahead with the prosecution. 

That is weakness No. 8; is that right ? 

Mr. Krousr. May we get on to some other weaknesses / 

Mr. ZELENKO. | am going to read them but I want to know whether 
I handled that one right. 1 read it. 

Mr. Krovuse. If you did I will take your word for it. I didn’t 
follow it. 

Mr. ZeLenko. You said: 

The Government lost no money but we have a good solid case and there are 
other considerations. Therefore we should go ahead. 

Let me read the next one. lam going to cover them all. 

Let me read the next one. No. 9 says, and this is supposed to be a 
weakness : 

The defendants are represented by very competent and able lawyers, two of 
whom are former United States attorneys. They will unquestionably take the 
maximum advantage of the opportunity which this case invites to compound its 


inherent complexities for the purpose of confusing the jury so as to create a 
reasonable doubt. 
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Is that not what defense lawyers have done in every case since the 
history of time and will continue to do, to try to raise a reasonable 
doubt in the minds of the court? Is that not normal? 

Mr. Krovuse. Mr. Zelenko, there are a lot of criminal lawyers that 
would like to do that and they want to do it and do not know how 
to do it, but you did not know Mr. Leahy. 

Mr. Zetenxo. Isee. In other words, the Government was afraid of 
this lawyer. He was such a good lawyer that that was a weakness 
in the Government’s case. Is that what you are telling us? 

Mr. Krouse. I wasn’t afraid of Mr. Leahy any more than I was of 
anyone else, and I appeared with Mr. Leahy in many cases before. 

Mr. Zetenko. We are not talking of you personally or of Mr. Leahy 
personally but, to get the substance of what you tell us, you said: 

You did not know Mr. Leahy. Some lawyers try to raise a reasonable doubt 
and cannot but he was one that could. 

Tell me if I am wrong that your only conclusion was that the Gov- 
ernment was pretty well scared of Mr. Leahy so they classified that 
as a weakness / 

Mr. Krouse. I wasn’t scared, but he was a very able lawyer and had 
the ability to confuse the jury and I have seen that many times, many 
times, but that didn’t mean the prosecutor was scared of him. 

Mr. Zetenko. According to your reasoning here, then, every crimi- 
nal case would be weak in one respect because the lawyers would try 
to confuse the jury and raise reasonable doubt which is what they 
do inevery case. They try to. 

Mr. Krousr. Mr. Zelenko, I wanted to win my case. 

Mr. ZeLtenxo. I know that. I do not think anybody wanted to 
win it more than you did, but that is not what happened later because 
you never got a chance to. 

Mr. Krousr. If I had tried it I wouldn’t have had a chance either, 

Mr. ZeELENKO. Just a moment, sir. 

I agree with you. One of the weaknesses which you outlined was 
that here they had two very good lawyers who would try to raise a 
reasonable doubt. That happens in every criminal case, does it not, 
that the lawyers try to raise a reasonable doubt ? 

Mr. Krousr. They may try. 

Mr. ZetenKo. In other words, according to you here you figured 
that Leahy would be successful. 

Mr. Krouse. I don’t think there is any question about it. 

Mr. Zectenko. Just a minute. 

But you said they try to raise a reasonable doubt. That makes a 
weakness. 

Let us go to the next one. Let us go to the next one. 

One of the important Government witnesses 


Mr. Krovuse. Please not to name him. 
Mr. Zetenko. I am going to name him because it is in the record, 
All right. I will leave the name out if that will make you feel 
better. 
One of the most important Government witnesses—- 
and you give a man’s name— 


a former employee of Simpson, Spence & Young. 
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You say this: 


It is alleged that he was separated from that firm because of an embezzlement 
of $500,000. He has never been charged or convicted. 

Mr. Krovusr. That is right. 

Mr. ZetenKo. Now, the man has never been charged with an em- 
bezzlement, he has never been convicted of it, but you are indicating 
that he is a poor witness. 

This is not the Judiciary Committee nor are we a court. We are 
just going through why you did not try the case and Mr. Onassis. 

You say: 

Here is a man that somebody said stole a half-million dollars. He has 
never been convicted. He has never been charged. 

You go on to another one. You say: 


Another witness is So and So, a former employee of USPC. It has been 
hinted he was separated for an embezzlement of $900. There is no informa- 
tion he was ever charged or convicted. However, evidence of the case of these 
separations is bound to creep into the case to show possibly bias or prejudice. 

You know yourself you can only ask a man if he was ever convicted 
of a crime. 

Let me ask you this, sir. Here are two people—and I am going to 
go down one by one—who, somebody said, embezzled. Do you really 
believe that a man embezzled a half-million dollars and was never 
charged with it or convicted, never even charged with it ? 

Mr. Krouse. That is correct. 

Mr. ZeLENKO. Somebody stole a half-million dollars and out of 
this deal and nobody even charged him with the embezzlement ? 

Mr. Krouse. That is correct. 

Mr. Zecenko. Did you ever hear of anything like that before? 

Mr. Krouse. It is possible. 

Mr. Zetenko. You have been in the Attorney’s General Office? 

Mr. Krouse. Everything is possible. This was not a Federal 
offense. It was a state offense. 

Mr. ZeELENKO. I see. Let us go down to the next one. 

You say: 

The court may refuse— 

This is No. 11- 

The court may refuse to admit evidence of the acts and declarations of defend- 
ants no longer in the case because of the dismissal of the indictment against 
them. While he would be in error the Government is at his mercy and no 
appeal lies. 

What you mean is this: You have certain evidence that the court 
may or may not admit and you say : 
because these people were let out of the case. 


Let me suggest this in the interest of time. Some of these defend- 
ants in this case had been brought before the grand jury as grand- 
jury witnesses. 

Later the case against them was dismissed because they came under 
a statute giving them immunity. That is what we were talking about 
that Judge Youngdahl did; is that right? He let out certain of the 
defendants. 

We had Mr. Olney here last year and he was talking about the same 
thing you were. 
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Mr. Krovse. I was here with him. 

Mr. Zetenxo. All right. 

We said, “Mr. Olney, these witnesses would have been subpenaed 
as Government witnesses because they could not refuse to testify. 
They had immunity,” and he said, “They might change their story. 

We asked him: “You would have perjury indictments against them 
if they did?” 

Mr. Krousre. Maybe. Perjury is committed every day. You know 
that, Mr. Zelenko, and people can’t be charged. You know people 
are committing perjury and you cannot prove it. 

Mr. Zecenko. Just a minute, Mr. Krouse. Here are grand-jury 
witnesses. They come and tell a story toa grand jury. Do you mean 
to say that this case is different? Maybe it is. This case may be 
different. I am suspecting that it is. Do you mean to say that you 
have a grand-jury witness in the ordinary case, and he comes into 
court and changes his testimony and you do not prosecute him for 
perjury, but in this case you people were doubtful that it might 
happen ? 

Mr. Krovse. Mr. Zelenko 

Mr. ZeLtenxo. Why, you have sent hundreds of people to jail, who 
have changed their grand-jury testimony, and prosecuted them prop- 
erly, and here you and Mr. Olney tell us that, if these grand-jury 
witnesses change their story, you would be at their mercy, and you 
tell me you cannot prove it. 

Mr. Krousr. Maybe you should have tried this case, Mr. Zelenko. 

Mr. Zetenxo. No; you could have tried it, and you should have 
tried it. I am not going into that. I say, on your own testimony, 
on your own memor randum, you said you wanted to try the case. I 
want to know, and this is yes or no; did anybody change your 
opinion ¢ 

Mr. Krovse. I didn’t say that inthe memo. I don’t say it now. 

Mr. ZeLENKO. You gave no opinion. 

Mr. Krovse. Nobody changed my mind. 

Mr. ZeELENKo. I asked you: Did anybody change your mind ? 

Mr. Krovuse. Nobody changed my mind. 

Mr. ZetenKo. Under whose direction did you go into court on De- 
cember 21, 1955, and tell the court, in substance, that you could not 
prove the case too well and were asking for a dismissal ? 

Mr. Krovse. I agree with Mr. Olney that that was a good disposi- 
tion, and I still think it was a good disposition. 

Mr. ZeLenKo. Regardless of your opinion, I ask you under whose 
direction it was. 

Mr. Krovuse. Definitely, I acted under his direction. 

Mr. ZetenKo. Did you ever discuss this with Mr. Brownell ? 

Mr. Krovse. The first time I ever met Mr. Brownell was when he 
appeared as a witness on the witness stand, and I cross-examined him. 
I haven't seen him before or since. 

Mr. Zevtenko. In which case? 

Mr. Krovse. Inthe Philadelphia Marine case. 

Mr. ZELENKO. You mean when he was a witness for the defendant 
you had never seen the Attorney General before / 

Mr. Krovuse. I never saw him before, and I have not seen him since. 

Mr. ZeLEnKO. Do you know what, if anything, he discussed with 
Mr. Olney here? 
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Mr. Krouse. I do not. 
Mr. ZeELENKo. I see. Now, did you feel that you could prove your 


case? I am going to wind this up shortly. Did you feel, when you 
went into court on December 21, 1955, that you could prove your case 
against the corporations, or did you feel that you could not prove the 
case in any event? 

Mr. Krousr. Mr. Zelenko, I have never been happy about prose- 
cuting a corporation before a jury. 

Mr. Zevenko. Well, whether you have or not, did you feel that 
you could prove this case against these defendant corporations ¢ 

Mr. Krousr. Oh, I might have made out some kind of a half sort 
of case. No; I was very unhappy about the whole thing after these 
principal conspirators got out of the thing and I had to appear before 
the jury, and the jury looked at that indictment and said, “Where is 
this guy Rosenbaum, and where is this fellow Dudley ?” 

Mr. ZeELENKo. Do you think the jury might ask, “Where is Onassis ?” 

Mr. Krovuse. Where is Onassis ? 

Mr. ZELENKO. Onassis was in the case until you walked into court 
and told the court you did not want him in. Let me ask you this. 
If you could not prove your case, why was it that you took pleas of 
guilty from the corporations ? You had some defendants and a cor- 
poration as a defendant, and you let others out. Were they not in 
the same act category ? 

Mr. Krousr. | haven’t changed my opinion. 

Mr. Zevenko. That they were all guilty. Is that your opinion? 

Mr. Krousr. What? I said I haven’t changed my opinion. 

Mr. ZeLeNKo. Was your opinion that they were all guilty ? 

Mr. Krousr. I would have been glad to prosecute them. 

Mr. ZeELENKo. And they were all guilty! 2 

Mr. Krovusr. Yes, sir; but nobody changed my mind, and I felt it 
Was a good clisposit ae’ 

Mr. ZeLenKo. You felt they were all guilty ? 

Mr. Krousre. That was my opinion. 

Mr. ZeLenKo. And your opinion was based on your effort and your 
activities in the case ¢ 

Mr. Krouse. But my opinion and my ability to prove my opinion 
are two different things. 

Mr. ZeLeNKo. Had you based your opinion on the knowledge that 
you had of your case ? 

Mr. Krousr. Assuming— 

Mr. Zetenko. And you felt that these people were guilty? 

Mr. Krouse. Assuming that I could prove it and get all the evi- 
dence in, and I had serious doubts, as expressed in my weaknesses of 
thie case. 

Mr. ZeLtenKo. Your weaknesses of the case are in this record and, of 
course, speak for themselves. 

I want to know one last question. Who sifted out which defendants 
should be let out and which should be pleaded guilty? In other 
words, you got some defendants that were let out. You have some 
that pleaded ‘guilty. Who decided that ? 

Mr. Krouse. Well, if you will look at that indictment, Mr. 
Zelenko— 

Mr. ZetenKo. That is in the record, too, by the way. 

28919—58——27 
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Mr. Krouse. The only people we had left after Judge Youngdalil’s 
ruling was Berenson, who is still abroad, as far as I know—— 

Mr. ZELENKO. And he is adummy for Onassis. Everybody concedes 
that. 

Mr. Krousr. He has never come back to this country, and was a 
very important figure in this case. 

Mr. ZeLenko. Practically a fugitive, you might say. 

Mr. Krousr. Now, the other fellow we had left was Charles 
Augenthaler. 

Mr. ZeLeENKO. Who? 

Mr. Krousr. Charles Augenthaler. 

Mr. ZeLenko. Yes, and I think in your memorandum you indicated 
he was pretty much of a dummy for Onassis, too. 

Mr. Krovusr. He is a very weak defendant, as far as defendants go 
in the case. 

Mr. ZELENKO. These are the ones you have left. 

Mr. Krouse. And Becker. No, Becker was out. I am trying to 
think who I do have left. That is all; and Onassis. 

Mr. Zecenko. That is right. 

Now, you know Mr. Olney came here last year and said, “We had 
reason to believe that particularly Onassis would get out of the case,” 
and we asked him where he got this expression, “particularly Onas- 
,’ and he said— 

Mr. Krousr. Well, I don’t doubt that he may have said it. 
Mr. Onassis. Did he get it from you that Onassis would be let out 
of the case, a rly Onassis” ? 

Mr. Krouse. I don’t know where he got that expression. 

Mr. Zetenko. Here is what he said. He said: 


sis 


We had very good reason to believe that the judge would not impose a jail 
sentence in this case, particularly Onassis. 

This is Mr. Olney’s own expression. 

You say Mr. Olney knows about this case what you told him. 
What I want to ate is where did he get that ¢ 

Mr. Krovse. I don’t know where he got it but I can only surmise. 

Mr. ZeLenKo. Do you think he got it from Mr. Brownell? 

Mr. Krovsr. I can only surmise that Mr. Olney was exercising his 
best judgment from his past experiences in other matters. 

Mr. ZeLENKO. Look, I want to ask you this 

Mr. Krouse. I might say that he is a very able lawyer and a very 
able administrator, Warren Olney. They don’t come any better. 

Mr. ZetenKo. I am not commenting on his professional back- 
ground. Iam only reading from the ree ord. This is what he told us. 

Who is the one that decided which defendants should be let out 
and which should plead guilty ? ¢ 

Mr. Krovse. Well, we only had two individuals left, Augenthaler, 
who was small fry, and Onassis, and the rest were corporations. 

Mr. ZeLeEnKo. Well, Onassis was the main defendant. He was the 
crux of this entire transaction, was he not ? 

Mr. Krovsr. He was the main defendant. There is no question 
about it. 

Mr. Zecenko. He was the man that engineered or was the head of 
this whole empire, this transaction, whatever you call it. That was 
Onassis. 
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Mr. Krovuse. He made the company possible. 

Mr. Zevenko. You said, “That is all we had left.” If you had a 
case with Lucky Luciano, and I am not comparing Onassis to him, 
and you say, “That is the only one we had left.’ 

Mr. Krovusr. He made the company possible. There is no ques- 
tion. 

Mr. Zetenko. He made the whole transaction possible, is that 
right ? 

Mr. Krouse. But what he did, I ask, did it constitute control? 
1 had no legal precedent in any criminal case that said what Onassis 
did constituted control under section 2. 

Mr. ZELENKO. We will go on what your opinion was. 

I just wanted to know who decided which defendants should plead 
guilty or which should not. Who decided that? 

Mr. Krousr. I understand that counsel said, “Our proposition is 
this. We will plead the corporations guilty if you will dismiss as to 
Onassis.” 

Mr. ZeLenko. That was a deal, was it not? 

Mr. Krouse. I don’t like that connotation. It was an understand- 
ing. 

Mr. ZeLeENKo. Well, Mr. Olney said it was a deal last year. 

Mr. Krouse. I doubt that very seriously, knowing Warren Olney. 

Mr. ZeLtenkKo. I have the testimony here, if you wait a minute. 

Mr. Totierson. Mr. Chairman, I have to be on the floor at 12 
o’clock, and I would like to ask the witness one question before I go, 
if I may. 

Mr. ZELENKO. May I make this point and then I will quit. 

Here we are asking Mr. Olney something and we are talking just 
about what we are talking about here. 

We say, “Was it a deal ? 9 

He says, “Well, it was the result of conversations between the de- 
fendants’ counsel who represented these people and myself.” 

Then I said, “Now, Mr. Olney”—with th: at same tone of voice—and 

Mr. Olney said, “If you want to call it a deal.” 

The CHaman. All right, Mr. Tollefson. 

Mr. Totierson. I have just one question of the witness. 

You testified that Mr. Brownell was subpenaed as a witness in the 
Philadelphia Marine case. 

Mr. Krouse. Yes, sir. 

Mr. Totierson. The question is, did he have to appear ? 

Mr. Krouse. If he was subpenaed ? 

Mr. Tou.eFson. Yes. 

Mr. Krouse. Well, the fact is he did appear. Now, to answer your 
legal question, I would prefer to express no opinion. 

Mr. Totierson. I just wanted to make the comment, Mr. Krouse, 
that I think everything you did and Mr. Olney did in this case was 
entirely proper and I think both of you handled the case well. I 
think both the civil case and the criminal case were handled excellently. 
I see nothing ins appropr iate in the entire case. 

It is my conviction that our committee has greatly exceeded its juris- 
diction in going into the settlement of the criminal and the civil 
cases. I think it involves an investigation into the exercise of discre- 
tion on the part of the Department of Justice and if anybody should 
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investigate it I think the Judiciary Committee should and not this 
committee or this particular special committee. 

Mr. ZeLenko. I yielded the floor for the question from my colleague ; 
not for asummation or speech. 

I say most respectfully my colleague, my distinguished colleague, 
and you are, sir, asked that he be allowed to ask a question. These 
comments on your part h: ive taken place after each hearing where we 
have shown what I think is aunbine that is quite different. The 
committee has proven quite a few things. You have said it is all 
right. You have made the headlines. I did yield the floor for only a 
question. 

The Crarrman. I recognized Mr. Tollefson, but at the former hear- 
ings it was predicted that the ships would not be built, and it has hap- 
pened according to the prediction. 

I tried to be very careful not to get anything into this record that 
might affect the pending court case. 

[ have sat and listened to both sides and I will have my own opinion 
later when we write the report. 

| would like to ask one question. 

Mr. Krouse. Yes, sir. 

The CuHarrMan. Go ahead, Mr. Tollefson. 

Mr. ZELENKO. May I interrupt for a moment ? 

The Cuarrman. No; I have recognized Mr. Tollefson. 

Mr. ZetenKko. Will Mr. Tollefson yield for a short statement on the 
question of relevancy ? 

Mr. Doub was the one last year who had said that the whole settle- 
ment was based on the civil and criminal case. That is why we went 
intoit. That is how it became pertinent. 

The CuHarrMan. Go ahead, Mr. Tollefson. 

Mr. Totiterson. I would like the courtesy of making my statement. 

These hearings have continued for a long period of time with Mr. 
Zelenko c ontrolling 7 75 to 80 percent of the time. 

I would like to ‘complete what I started to say. I do think as far 
as the jurisdiction of your Department handling this case that that 
ought to be handled by the Judiciary Committee and not this com- 
mittee. 

So far as anything having to do with the trade-out-and-build pro- 
gram and the contract to construct the vessels which we have discussed, 
that is something else again. 

I will continue to come to these hearings and listen to testimony 
having to do with that, but I shall not come to this committee and 
listen to any more questioning of the Justice Department in connection 
with the settlement of that criminal and civil suit. 

Mr. Krovse. Thank you for your expression, Mr. Tollefson. 

Mr. Zetenko. Mr. Chairman. 

Mr. Totierson. I have to be on the floor at 12 o’clock. 

Mr. ZeLenKo. I would like to indicate that it was only as a result 
of the testimony of the Maritime Administrator last year in which he 
said that the Justice Department was in control of this entire trans- 
action, not only during the course of the civil and criminal cases but 
in the drawing of the trust agreement and it was the result of the testi- 
mony of Mr. Doub, the Chief of the Civil Division, in which he said 
that the trust was based on the civil and criminal proceedings that we 
went into this matter and I, with all the force that I can command, 
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disagree with the statement of the minority member of this committee 
that we are far and beyond the scope of this investigation and that it 
has not proven negligence, to say the very least, on the part of two 
Government departments. As a matter of fact, even this morning, 
we read a change of policy of the Maritime Administrator as the result 
of this investigation. 

I say, Mr. Chairman, that the statement by Mr. Tollefson has been 
made at the conclusion of practically every one of our sessions. It has 
gotten newspaper headlines and much press but I do say that it has not 
been borne out by the facts and by the testimony in the hearings. 

For one, I have made a study of the testimony of Mr. Onassis and 
Mr. Brownell, which I shall present to the committee in this hearing. 

There is an absolute clash in certain essential portions of their test1- 
mony. They were both under oath and I do not think that that matter 
should rest where it is at this point. 

To sum up and to answer Mr. Tollefson—unfortunately I have to do 
that in his absence—because of certain things he said, the only reason 
the Department of Justice is here is because both Maritime and the 
Department of Justice said that the Department of Justice had con- 
trol and drew up the trust agreement and as a matter of fact is sup- 
posed to have the control of the matter now. That is unusual. Other- 
wise we would have been questioning people in Maritime, Mr. Chair- 
man. 

Mr. Krousr. May I makea correction ? 

The Cuarrman. I have only one question to ask the witness. 

Mr. Olney was the gentleman who advised you to go into court and 
ask that this criminal action be dismissed ? 

Mr. Krouse. Mr. Olney; yes, sir. 

The Cuatrman. He advised you. Did you have any discussion in the 
light of this memorandum that you submitted to him as to whether 
he wasr ight or wrong in his opinion about that ? 

Mr. Krovusr. W ell, I agree with Mr. Olney’s conclusion as to the 
disposition. 

The CuHatrmMan. You agreed. Did you not discuss it with him at 
all as to whether he was r ight or wrong? 

Mr. Krousr. We may have disc ussed it at the time back and forth. 
I don’t recall. It is pretty hazy in my mind now. 

The CuarrMan. But you agreed ¢ 

Mr. Krovse. No question about that. 

The CuarrMan. He instructed you to go into court ? 

Mr. Krouse. That is right. 

May I make a correction, Mr. Chairman? Mr. Ross gave me a 
note. 

The Cuarrman. Whois Mr. Ross? 

Mr. Krouse. Mr. Ross is attorney for these companies. He calls 
my attention to this and, as I say, a lot of water has gone over the dam. 
I have forgotten a lot of the details. 

I want to make a correction as to Mr. Berenson. 

The Cuairman. I was going to ask you about Mr. Berenson. You 
said he had not been back in the country. 

Mr. ZELENKO. I suggested the “fugitive "ag 

The Cuarrman. Is he not working with some Government agency 
at the present time? ; 
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Mr. Krovuser. I don’t know. He came in about the time—— 

The Cuarrman. Is he employed by some Government agency at the 
present time / 

Mr. Krovsr. I don’t know a thing about Mr. Berenson. 

The Cuatrman. Who is this Mr. Berenson ‘ 

Mr. Krouse. Mr. Berenson was the president of the United States 
Petroleum. 

The CuHarrman. What is his full name? 

Mr. Krovuse. Robert L. Berenson. We had these motions coming 
up for argument and Mr. Berenson came in and surrendered and 
made bail and at the very last minute, I think the day before these 
motions were to be argued, filed some kind of motion and did make an 
appearance. I had forgotten that. I had overlooked that. 

Mr. ZeLeNKo. I withdraw my comment on that, then. I was taking 
it from your statement that he was on the other side. I would not 
want to be unfair about it. 

Mr. Krousr. My memory is very weak on a lot of these details, sir. 

May I make one statement ¢ 

Mr. Zelenko, I want to apologize if I was a little loud. I cannot 
help it. 

The CHatrMan. We will adjourn. 

(Whereupon, at 11:55 a. m., the committee adjourned, subject. to 
the call of the Chair. ) 
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STUDY OF TRADE-OUT AND BUILD ACTIVITIES OF 
ONASSIS COMPANIES 


FRIDAY, AUGUST 15, 1958 


Houses oF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE OF THE COMMITTEE 
oN Mercuant Marine AND FISHERIES, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 

Present: Representatives Bonner, Zelenko, and Tollefson. 

Staff members present: Bernard J. Zincke, counsel; Robert H. 
Cowen, assistant counsel; and William B. Winfield, chief clerk. 

The CuatrmMan. The committee will come to order. This will con- 
clude the hearings on this matter. 

I will divide the time of 35 minutes between Mr. Tollefson and Mr. 
Zelenko here this morning. 

Mr. Zelenko, you may proceed. 

Mr. ZeLtenxko. Mr. Chairman, in view of the fact that Mr. Tollefson 
is not here and in view of the fact that he made certain statements last 
week, I would rather reserve my time for a statement which I am 
going to read into the record and let him use his time now. 

The CuatrmMan. Mr. Morse. 

Mr. Morse, this will continue your statement under oath. I do not 
think it is necessary to give the oath again. 


TESTIMONY OF HON. CLARENCE G. MORSE, MARITIME ADMINIS- 
TRATOR; ACCOMPANIED BY E. ROBERT SEAVER, GENERAL COUN- 
SEL, AND ALFRED E. NOTARIANNI, OFFICE OF THE GENERAL 
COUNSEL, MARITIME ADMINISTRATION—Resumed 


Mr. Morse. I am perfectly willing to do so if you wish me to do so. 

I have three statements I would like to make. 

The Cuatrman. That will be all right. We will continue the hear- 
ings. You can make a statement. 

Mr. Morse. At the last session I said, speaking from memory, that 
as I recall the first keel is scheduled for laying in 1959. I have checked 
our records and I find that the first keel, which is hull 1671, is sched- 
uled to be laid December 15, 1958. 

The second statement I wish to correct is that I said that I believe 
that Victory Carriers is in default in that they have not paid all 
installments which have accrued to date. On checking the records, I 
find that the second installment payment by the contract provides: 

2. When keel of hull 1671 is laid and 75 percent of steel is in yard— 
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and, since the keel has not been laid, the second installment is not yet 
due and owing. 

The third thing i is that I said that I had sent a written memorandum 
to Mr. Seaver to have a look at the draft letter which culminated 
in the July 15, 1958, letter received from Victory Carriers. 

The Cuarrman. Wasit April 15? 

Mr. Morse. April 15. Thank you. 

I am unable to find my memorandum from myself to Mr. Seaver 
so that I assume I did it verbally rather than by memorandum. 

The only thing that I find that I think may be of interest to the 
committee was on the back of the routing sheet, as we call it over 
there, received from Mr. Seaver, I wrote: 

April 15, 1958. Do not send any response. I told Conway (phone) I didn’t 
want to comment on his draft, but I saw nothing personally offensive in it. 

Mr. Zetenxo. Mr. Morse, are you satisfied, from what you have 
just told us, in your investigation into your records that these ships 
which were "supposed to be canceled out are being built? 

Mr. Morse. I know, Mr. Zelenko, that as of today the fabrication 
of the hulls has not commenced. 

Mr. ZeLtenKko. Well, are you satisfied that what was to be done 
up to this time is being done by the so-called trust ? 

Mr. Morse. I know that there is a matter of financing involved 
which includes a matter of obtaining mortgage insurance from the 
Government and that has not been concluded. 

Mr. Zetenko. Would that obtaining of mortgage insurance be 
something that would come into your department ¢ 

Mr. Morse. Certainly. 

Mr. Zetenko. Have you been negotiating with them for it? 

Mr. Morse. Yes, sir. 

Mr. ZeLENKO. What has been the result of that negotiation ? 

Mr. Morse. It has turned, in part, on the question of whether they 
were going to build the 3 vessels identified in the contract or whether 
they were going to build other vessels as substitutes for those 3 vessels, 
specific ally other vessels as substitutes for the 106,000-ton vessel. 

Mr. ZeLenxo. Let me ask you this: Was there not testimony last 
year that these people had not intended to go off Government 
financing ? 

Mr. Morse. That is my recollection, yes, sir. 

Mr. Zerenxo. And was that your underst: inding, too, at the time 
you entered into the contract ? 

Mr. Morst. As I recall, that was my understanding that they would 
not require Government financing. 

Mr. Zetenko. I see. As a result of those representations to you 
and your understanding, you went into this contract with them. Now 
you tell us that you are negotiating with them for Government 
financing. What has brought about the change in the attitude toward 
the financing ? 

Mr. Morse. Primarily the depressed tanker market. conditions 
today. 

Mr. ZeLeENKO. Do you mean to say that you have undertaken to 
provide financing under certain conditions where these people origi- 
nally said they would not require any ? 
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Mr. Morse. I have not undertaken today that I will provide title 
XI insurance but I have said that I would do so if they satisfy our 
net worth and working capital requirements. 

Mr. Zevtenxo. Up ‘to this time have they satisfied these require- 
ments ¢ 

Mr. Morse. We have not identified to them exactly what they will 
be. 

Mr. Zevenxo. Let me ask you, is it the intention of the Maritime 
Commission, after the adjournment of Congress, to continue going 
into a matter of Government financing of this operation where it 
was our understanding all along that one of the bases for the con- 
tract for these ships was they would not require any Government 
financing ? 

Mr. Morse. Yes, sir. Not only after Congress adjourns but at 
the present time I am considering doing so. 

Mr. Zevenko. I see. You did not inform the committee of that 
at any time, did you ? 

Mr. Morse. I have, sir. 

Mr. ZecenKko. Of that change in your thinking on the subject? 

Mr. Morse. Yes, sir. 

Mr. Zevenko. You say that the Government is going to go in 
under proper conditions of financing these vessels even though it 
has come to your attention that almost $20 million had been collected 
by the trust and there is only a small amount in there for building 
ships now ¢ 

Mr. Morse. Irrespective of what has been collected, I am intend- 
ing to provide title XI insurance if satisfactory arrangements are 
made for net worth and working capital requirements. 

Mr. ZELENKO. Now, that is a drastic change from the thinking or 
from the testimony that you gave us last year, is it not, on the ques- 
tion of financing ? 

Mr. Morse. As I recall, last year they had indicated they would 
not need it so that I had then, as I recall, without looking up the 
record, said that it would not be made available to them. 

Mr. ZetenKo. Do you know that the Onassis interests have just 
completed a ship of about 65,000 tons in a German shipyard? 

Mr. Morse. You are talking about Mr. Onassis? 

Mr. ZetenKO. That is right. 

Mr. Morse. As oe from the trust ? 

Mr. Zecenko. I do not know whether there is a distinction but 
you can say there is one. Maybe there is. They have just completed a 
vessel. Apparently the depressed market does not affect them when 
they build them over in Germany. 

Mr. Morse. To the best of my information the trust itself has 
not built any tankers abroad. 

Mr. Zetenko. Is it a fact that Mr. Onassis has built one and is 
about to launch it in Germany ? 

Mr. Morse. I am sure he has built tankers abroad which were 
contracted for and keels laid months ago. 

Mr. ZeELENKO. There was testimony here the other day, and I think 
counsel put into the record an apparent change of policy, that some 
of these moneys would go into escrow toward the building of the 
ship; isthat right? 
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Mr. Morse. There has been an amendment to our policy on that, 
yes, sir. 

Mr. ZeELENKO. What brought that about ? 

Mr. Morse. It was done pursuant to my memorandum to Walter 
Ford of June 20, 1958, in which I said: 

I think we should tighten up our requirements when we issue transfer orders. 
That is, we should impose conditions on the contractor limiting his right to pay 
dividends, et cetera, et cetera, as we now do where we write title XI insurance. 

Mr. ZeLENKO. Well, was it apparent as a result of some of the matter 
that came out before this committee that this policy needed a change 
such as you have gone into, that you had to change it? 

Mr. Morse. I would say the categorical answer “no” to that. 

Mr. ZeLenko. What brought about your change in thinking or what 
brought about your modification that you now require this money to 
be put inescrow? This isat least 4 years after you started trade-out. 

Mr. Morse. Yes, and we have made other changes in our trade-out 
policies from time to time. 

Mr. ZeLtenKo. Did it become apparent to you as a result of these 
hearings or as a result of evidence that you have gotten that moneys 
that were supposed to go into the building of these ships were not going 
into the building of ships but were being used for other purposes, and 
I do not say illegal purposes. 

The CuarrmMan. Let me interrupt and make thisypoint. Mr. Morse, 
what is the percentage of compliance with the construction require- 
ments connected with the trade-out program in the past 4 years? 
What percentage of building has actually been performed, negotiated 
for, or contracted under the trade-out program / 

Do I make myself clear ? 

Mr. Morse. Yes, sir. With the exceptions of deferrals, if I may 
categorize them as such, on Onassis, Niarchos, and Carras, and one 
substitution where, as I recall, Isbrandtsen took earlier delivery for 
Albatross—in other words, they switched the two contracts between 
themselves which was approved by us—there are no defaults. 

The Cuatrrman. You mean that these trade-out-and-build arrange- 
ments with the exceptions of the ones you have named have all been 
consummated? Vessels have been built ? 

Mr. Morse. They are all moving around as per schedule. 

The Cuarrman. I would like at this point in the record to put in a 
table showing the various negotiations and trade-outs that have been 
made in the last 5 years, the terms under which vessels were traded out 
and the construction that was undertaken in connection with the trade- 
out, and the amount, of construction that has been actually accom- 
plished as a result of these trade-outs. 

That is clear, is it ? 

Mr. Morse. Yes, sir. 

The CuarrMan. I want it placed in the record at this point. 

Mr. Morse. We will be glad to supply it. 
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(The table referred to follows :) 


TABLE No. 1.—TRADE-OUT-AND-BUILD-PROGRAMS (FORMALIZED) 


Construction of new United States flag vessels in exchange for approval of 
transfer to foreign ownership and registry of older United States flag 
tonnage, fiscal years 1952 to 1958, inclusive 


I. NEW SHIP CONSTRUCTION 


New ships contracted for Transfers 
to foreign 
| ownership 
Number Deadweight Cost | and registry 
tons } 


| 
} 
| 
| 
| 
{ 
| 
| 


} 

PERIOD | 
{ Fiscal years 1952 through 1958, inclusive. -- 54 1, 990, 495 | $560, 411, 624 144 
Transfer orders not issued (but committed) 4 ‘ 19 


STATUS OF SHIP CONSTRUCTION | 


Number of ships constructed and documented | 
under United States laws 23 672, 995 142.5 | 
Number of ships now under active construc- 
tion, keels laid or launched: Keels, 10; | 
launched, 4 2 14 438, 850 1 26.0 
Construction not started as of June 30, 1958 
nor required to be started under Maritime 
Administration contract 17 878, 650 1 31. 


on 


Total . ; 54 1, 990, 495 100. 


! Percentage of number of ships obligated to be built. 
2 Scheduled for completion prior to Dec. 31, 1958. 


Il. JUMBOIZING OR CONVERSION PROGRAMS 


Transfers 

Number Type | to foreign 
ownership 

and registry 


PERIOD 
Fiseal years 1952 through 1958, inclusive ‘ 4 | T-2 tankers (average cost, 2 
$3,000,000 per ship). | 
Completed as of June 30, 1958 - -- 3 | 4th T-2 tanker scheduled 
for delivery on Oct. 22, | 
1958. 


Ill. SHIPS NOW OPERATING UNDER UNITED STATES FLAG AS A RESULT OF 
TRADE-OUT-AND-BUILD-PROGRAMS 


(A) Formalized: Number (B) Not formalized (no transfer orders 
New ship construction 23 issued and no formal contract with 
Jumboized 3 Maritime Administration) 3: Number 
- New ship construction 1 
Total . 26 Jumboized or converted vessels 7 17 
Tee Sica sii ida 18 


3 As of June 30, 1958, vessels have been completed and are operating under United States flag, but owners 
have not requested transfer orders (totaling 12) in consideration for the new buildings, which orders will 
be issued if requested, 
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Mr. Zevtenxo. Mr. Chairman. 

The CuarrMan. Yes. 

Mr. Zecenxo. Mr. Chairman, I think along that line we should 
bring out something here. It is true that, for instance, in the Niarchos 
case—I have gone into that. We have not had time to investigate 
that but I most certainly shall go into that in the future—there have 
been about seven ships supposedly to be built under American flag in 
exchange for traded-out ships and yet the Maritime has gone into 
what I call a kiting transaction. 

Here is what happened. I say that the Administrator is correct 
when he says they are built, but these new vessels, most of them, are 
being built in yards supposedly under American flag but, before they 
are finished, these people get permission to transfer them to foreign 
flag in exchange for building a new vessel. 

In the Niarchos case, which the Maritime Administration just 
mentioned, there is a list of about 6 vessels starting with a 32,000-ton 
vessel which is supposed to be the first one or one of the first American 
ships in exchange for build-out. As far as I have been able to gather 
from correspondence with the Maritime Commission, as 3 or 4 of these 
vessels were built they were permitted to be traded out, they are now 
sailing under foreign flag with the same tax break, the same foreign 
seamen. We have one vessel under American flag. The others are 
under foreign flag and we have a promise by the Niarchos people to 
build a 106,000-ton tanker with the same situation as we have here 
and also a request by the Niarchos people, as we have here, to defer 
the building of that tanker. So the Maritime Administrator tells the 
truth when he says they have built ships but the rest of the story is 
that most of these ships are now sailing under foreign flag. That 
ew in the Carras case, too. 

16 CHatRMAN. I will include in that request, Mr. Morse, that 
where vessels have been built under the trade-out plan it be shown 
whether the new construction was permitted to go foreign and the 
reasons for that and what the final result is. 

Is that clear? 

Mr. Morse. We have supplied all that information to the committee 
before and will be happy to do it again. 

The Cuarrman. When did you supply it? 

Mr. Morsg. In these hearings you have held on trade-out and build. 

The Cuatrman. Sir? 

Mr. Morse. On the hearings you have held on trade-out and build. 

We will be happy to supply it again. 

The Cuarrman. That has been a year ago. Have there been any 
additions to the list since then ? 

Mr. Morse. As I recall, the only change or addition since that time 
was the Albatross-Isbrandtsen substitution of contracts. 
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(The information follows :) 


TABLE No. 2.—Status report on 5 new tank ships on which construction contracts 
were approved by Maritime Administration for assignment to foreign cor- 
porations for operation under Liberian registry 








Date com- 





Date of Percentage | Date launched! pleted vessel 

Builder’s hull number approval in | of | Date keel laid or to be | delivered 

principle | completion! | launched | or tobe 

| delivered 
i a ae ..-| Sept. 5, 1956 | 31.0 | June 25,1956 | Jan. 24,1957 | Apr. 25, 1957 
a | Sept. 5, 1956 | 36.5 | Apr. 30, 1956 | Jan. 21,1957 | Apr. 18, 1957 
SI indecent eeaiaiat ala ieee al Dec. 18, 1956 0 July 29,1957 | Apr. 9,1958 | July 11, 1958 
ci cigeKeseaes See -----| Dec. 18, 1956 | 0 Nov. 4,1957 | Nov. 15,1958 | Jan. 23, 1959 
Getieasdntenes eatin .----| Nov. 9, 1956 | 37.0 July 23,1956 | Feb. 8,1957 | May 16, 1957 


! | 








1 These are the percentages of completion of the vessels at the times the construction contracts on 5 hulls 
were approved for assignment to foreign corporations. 


NIARCHOS AND CARRAS TRADE-OUT-AND-BUILD PROGRAMS 


The Niarchos and Carras interests have programed for construction in 


United States shipyards 7 new tankships aggregating a total of 353,800 
deadweight tons. The7 hulls are tabulated as follows: 


satan Raced tia eal ai +--+ = 
|Date construc-| Percentage 
tion contract | of comple- 














: | ; ; 
Date of original agreement | Hull | Deadweight | approved for tion when 
} number tons | assignment | approved 
to foreign for foreign 
| ownership ownership 
8 8 5 
Oct. 26, 1955__. t 54 st ‘ 4547 32,650 | Sept. 5, 1056 31.0 
Wee & 3008: 2 cess. witecidbtbaeindtendbid ade ae 1655 | 46,000 |..-.. iit sent 36.5 
Pe Es tierinnS oaslicahenaudbnnsientbontiol 4550 | 25,000 | Nov. 9, 1956 37.0 
_ aaa P _ ia a | 3 | ~ 
} j | 
| New |Date construc-| Percentage | New 
hull | tion contract | of comple- hull 
jnumber} Dead- | on substituted; tion when j|number| Dead- 
Date of original agreement | substi- | weight | hull approved | substituted | substi- weight 
tuted | tons for assign- | hull ap- tuted tons 
| asre- | ment to | proved for as re- 
| place- | foreign foreign place- 
| ment ownership ownership ment 
Oct. 26, 1955 : : 4558 | 32, 650 Dec. 18, 1956 . 10 i - 
Feb. 2, 1956........ a ee 1665 | 65,000 |_....do 20 \} 1679 | 106, 500 
RGF MA icnacencuessin as Sccuin etd ortemanics | edahaed | S eleonag Saravana’ — 4565 | 46,000 











1 Keel of hull No. 4558 was not laid until July 29, 1957. 
3 Keel of hull No. 1665 was not laid until Nov. 4, 1957. 


From the foregoing substitution of hulls, it results that by permitting the 
assignment of 5 construction contracts to foreign corporations the new tonnage 
scheduled for United States ownership and documentation was progressively 
increased from 103,650 deadweight tons, consisting of 3 new tankships, to 152,- 
500 deadweight tons consisting of 2 new tankships, a total increase in United 
States flag tonnage of 48,850 deadweight tons. 








426 TRADE-OUT AND BUILD ACTIVITIES OF ONASSIS COMPANIES 


The completion dates for the seven new tankships are as follows: 








_ — . 
Hull number Builder | Deadweight Completion date 
tons 

Civtn<te ace ‘ EGyasipus .-------| Niarehos | 32, 650 Completed Apr. 25, 1957. 
4558__._- ew pitches ieceuginsldaaaennedina’ 32, 650 | Completed July 11, 1958. 
PNG ics atornen es cdudthlalswiuaases i ace «cane 46, 000 | Completed Apr. 18, 1957, 
ee = salebiitadhalinaes sts lds Sodio dial L ic wm eee | 65, 000 Scheduled Jan, 23, 1959. 
eS ous o~ntndundnasnines eaeteceloasopteia | 106, 500 | Scheduled Mar. 2, 1960, 

Se iidies Gens as igi dink: Wiirukanni ae Mina ae a 25,000 | Completed May 16, 1957. 
4565_...- Me ee Pee Ae as |--- do. 46, 000 | Scheduled May 27, 1960. 


RESUME OF THE RESULTS OF THE NIARCHOS AND CARRAS TRADE-OUT-AND-BUILD 
PROGRAMS 


The construction programs of the Niarchos corporations and J. M. Carras, Inc. 
covered the construction in United States shipyards of 8 new tankships aggre- 
gating 386,450 deadweight tons (6 by Niarchos and 2 by Carras). Of these 8 
new tankships, 3, aggregating 185,150 deadweight tons, were scheduled for 
United States documentation and 5, aggregating 201,300 deadweight tons, were 
scheduled for foreign documentation. 

The Niarchos and Carras programs involved 15 vessels, 10 of which were un- 
der United States documentation and registry and 5 of which were under foreign 
documentation and registry. The 10 vessels under United States documenta- 
tion and flag were permitted to be transferred to foreign registry and the 5 ves- 
sels then under foreign registry were approved for sale to foreign corporations 
for registration under foreign flag in accordance with the Department of Justice 
settlement of February 2, 1956. As replacements for these 15 vessels, 
the Niarchos and Carras interests obligated themselves to construct for docu- 
mentation under United States laws 3 new modern tankships aggregating 185,- 
140 deadweight tons and having an average speed of 17 knots. 

The 3 new tankships scheduled for United States flag will have an equiva- 
lent utility value in excess of the utility value of the 15 vessels mentioned 
above. The equivalent utility value is computed at deadweight tons times speed 
as follows: 

| | | 
Deadweight of | 





Deadweight of 15 traded out vessels | 3new United | Average speed | Total 
States tank | 

ships | 
= EE — - _ a SE | | — 

| | } 

Knots | 
cs ae On Nees ewe 12.7 | 2, 738, 628 
185, 150 | 17.0 | 3, 147, 550 


The Niarchos and Carras interests under the established trade-out-and-build 
policy were required to build replacements aggregating approximately 136,300 
deadweight tons for the 10 United States-flag vessels permitted to be traded out 
and the 5 foreign-flag vessels approved for transfer to foreign ownership and 
registry as explained above. 

By approving the assignment to foreign corporations of the construction 
contracts for the earlier scheduled new tankships the Niarchos and Carras 
interests are committed to build for United States documentation 185,150 dead- 
weight tons of new construction, an increase of 48,850 deadweight tons over the 
required replacement of 136,300 deadweight tons. 
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The eight new tankships built and to be built in United States shipyards 
by Niarchos and Carras are identified as follows: 


| 


Deadweight | Completion | Percentage | 





Hull No. tons date | of comple- Builder | Flag 
| | tion ! | 
sa - enema | boca 
4547___ 32,650 | Apr. 25, 1957 | 31.0 | Niarchos | Liberian. 
4548. __ 32,650 | July 12, 1957 | do United 
| | | States. 
4550... ; 25,000 | May 15, 1957 37.0 | Carras | Liberian. 
4558. _- 32,650 | July 11, 1958 | 0 | Niarchos----| Do. 
4565. . 46,000 | May 27, 1960 | Carras__. United 
| States. 
1655 46,000 | Apr. 18, 1957 36.5 | Niarchos | Liberian. 
1665. _ - 65,000 | Jan, 23, 1959 | 0 lectin ae) Do, 
1679. . | 106,500 | Mar. 2, 1960 a _... United 
| States. 


| 


1 These are the percentages of completion of the vessels at the times the construction contracts on 5 hulls 
were approved for assignments to foreign corporations. 


Mr. ZeLenKo. Niarchos has requested a deferment in building the 
106,000-ton tanker. Has that been granted ? 

Mr. Morse. No, sir. 

Mr. ZeLenko. Is that the same as the Onassis situation ? 

My point is this: We are not improving or building up the American 
merchant marine when we trade out ships and, under the policy of the 
Maritime Administration now, as a new ship is completed, and there 
have been a number of them, they are permitted to go foreign for a 
promise to build a bigger ship, and then they are under foreign flag. 

I think that is something that this committee ought to go into, Mr. 
Chairman. 

Mr. Morse. I think that is a misstatement of fact. 

Mr. Zevenko. Let me ask you this, sir: In the Carras case, you 
traded out two T-2 tankers in exchange for the so-called building of a 
25,000-ton tanker. Did you not then permit them to trade out this 
new tanker in exchange for the building of the 46,000-tonner ? 

Mr. Morse. Yes. 

Mr. ZELENKO. Is that a misstatement of fact ? 

Mr. Morse. Let me finish. 

Mr. ZELENKO. Do not you accuse me of making misstatements. I 
am talking from your own correspondence and I will read it to you. 

The CuarrMan. Let us get the record straight. 

Mr. Morsr. As I recall, in each instance we permitted the substi- 
tution of a contract for a bigger vessel. 

Take the Carras deal. That was a contract, as I recall, for a 46,000- 
tonner for a contract to build a 25,000-tonner not after the vessel 
was completed, as I recall. The records however will bear out whether 
I am right or whether I am wrong or whether Mr. Zelenko is right 
or whether he is wrong. 
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Mr. ZeLenKo. Your records will bear it out. I should like to read 
this right now, Mr. Chairman. It is one paragraph of a letter I got 
from Mr. Morse. 

I assure the committee and Mr. Morse I have made no misstate- 
ments of fact and I have not since these hearings started because 
everything I said has been put in the record. 

The CHarrmMan. We will sift that out. 

Mr. ZELENKO (reading) : 


The J. M. Carras, Inc. trade-out and build program— 
and this is the last paragraph— 
involved the transfer of two T-2 tankers to foreign ownership and registry, the 
assignment of the construction contract on a 25,200 deadweight new tanker 
to foreign ownership, and the registry and construction of one 46,000 new tanker 
by July 1, 1960, for United States citizen-ownership and registration under 
United States laws. 

I said, Mr. Chairman, that the trade-out ships they contract in 
exchange to build a new ship under American flag and eithér before 
that ship is finished or after, mostly before, Maritime permits them to 
trade it to foreign flag. They then get every one of these breaks we 
are talking about and promise to build a 46,000-ton tanker. Whether 
this one will be built nobody knows. 

In the Niarchos transaction, the very same thing takes place. They 
have kited these ships. 

I say we are not getting the ships under American flag. I want one 
more question, if I may. 

Mr. Morsr. While we are on this subject, I wish you to identify 
any single ship that has been completed for American flag and has 
been transferred out to foreign flag. 

Mr. ZeLtenKo. You transfer them out before they are completed. 

Mr. Morse. That is what I said. I said you were misstating the 
facts. 

Mr. ZeLtENKO. You make it easier for these people. 

The Cuarrman. Let me say this. 

Mr. ZetenKO. Mr. Chairman, if I may. 

You folks have not waited until they completed these ships under 
American flag. Before they are completed you permit them to trans- 
fer them out so that what I said in effect is so, that these ships fly 
foreign flag not American whether transferred out before or after 
completion. All you have now are a bunch of promises, but no ships. 

The Cuarrman. Let me ask a question. Notwithstanding that the 
table may be in the record. Previously in the last 4 years how many 
ships have we permitted to go foreign, Mr. Morse, roughly ? 

(The witness confers with Mr. Notarianni.) 

Mr. Morse. I am just hazarding a guess. 

The CuHarrMan. I understand. 

Mr. Morse. Since there were somewhere in the neighborhood, as 
I recall, of 80 tankers to be built under our trade-out and build pro- 
gram, that would result in roughly double that number of traded- 
out vessels. 

The CuarrMan. I want to know how many vessels have been traded 
out. 

Mr. Morse. I answered you, sir, roughly double 80; 160. 

The Cuarrman. One hundred sixty have been traded out. That 
is an estimated figure. 
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Now, for that 160 that were traded out, as a result of this trade-out 
how many do we have that are operating under American flag at the 
present time ? 

Mr. Morse. I could not begin to answer that question, Mr. Bonner. 
Relatively few. 

The CuatrmMan. That is what I want to see. I want to see the 
net result, in our own language, of what the trade-outs have accom- 
plished. 

Mr. Morse. It has accomplished, in my opinion, a lot of work in 
the shipyards, even though there may be a reduction at the present 
time in seafaring employ ment. 

The CuarrMan. We traded out, roughly, 160. For that 160, how 
many ships do we have now operating under the American flag as the 
result of this trade-out ? 

Mr. Morse. I wouldn’t even hazard a guess. Probably 10 or 15. 

The Cuarrman. Are there 15, would you say? 

Mr. Morse. I wouldn’t hazard a guess, sir. I prefer to supply it 
for the record. 

The Cuarman. Right at this point in the record, I would like that 
that to be supplied for the record so that we can see what the net result 
has been. 

Mr. Morse. The net result will mean how many ships will ultimately 
be generated. 

The CHatrrMan. Well, I do not know about that, Mr. Morse. This 
has been going on for a long time. I just wanted to ascertain at the 
present time what is the net result of it. 

Mr. Morse. Are “ disregarding what is now under construction ? 

The Cuamman. I do not know what has been going on, Mr. Morse. 
With all due respect, I do not know whether they will ever be built 
or not. I want to be as charitable in this matter as I can. 

Mr. Morse. I don’t need charity, in my opinion, in this matter. 
I feel that I have done properly. 

The CuatrMan. I did not say that. I have tried to be reasonable 
about this, but I just want to see what the net result of this trade- 
out program has been. 

Mr. Morse. Our records will show. 

The CHarrman. IL know there has been some construction in the 
yards, _ nevertheless, I am interested in operation under the Ameri- 

can flag, because from these 160 that were traded out somebody got a 
consider able amount of money in the difference in value foreign. and 
American, and that would have certainly offered a great opportunity 
for construction of American-flag vessels. 

Mr. Morse. Our records will show everything you have asked, but 
they will also show the dates when the new construction has been de- 
livered; as to ships not yet delivered but under construction, the dates 
when those are scheduled for delivery; and, also, as to vessels which 
are not yet under construction, the dates when the keels are scheduled 
for laying. 

The CHarrMan. We will get that in the record as to that request 
I made at this point, and the ships that are under construction at 
the present time in addition to those that have already been built 
as the result of these 160 trade-outs. 
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(The information referred to follows:) 


TABLE No. 3.—Niarchos trade-out-and-build program 


| 
Date con- 
struction | Percentage 
contract of comple- 





| 
Date of original agreement Hull Deadweight approved | tion when 
number | tons | for assign- | approved 
| ment to | for foreign 
| foreign | ownership 
| ownership | 
Oct. 26, 1955 ; 4548 32,650 | None! ll 
Do ; 4547 32,650 | Sept. 5, 1956 | 31.0 
Feb. 2, 1956 j 1655 | 46, 000 | do. 36. 5 
| | 
| Date con- Percentage 
struction of comple- 
contract on tion when 
New hull num- substituted sub- New hull num- 
Date of original agreement ber substituted | hullapproved | stituted ber sub: tituted 
as replacement for assign- hull ap- as replacement 
ment to proved for 
foreign foreign 
ownership ownership 
Dead- | Dead- 
weight | weight 
| | tons tons 


Oct. 26, 1955-_- asp 
Do 5 ‘ 4558 | 32,650 | Dec. 18, 1956 20 |) 
Feb, 2, 1956_. | 1665 65, 000 -do. 10 1) 


1 Hull No. 4548 was completed as a vessel on July 12, 1957 and is now registered under United States laws 
as the SS. J. F. Dyer, Off. No. 274,440. 

? Keel of hull No. 4558 was not laid until July 29, 1957. 

3 Keel of hull No. 1665 was not laid until Nov. 4, 1957. 

4 Hull No. 1679 (106,500 deadweight tons) was substituted for hull 4558 (32,650 deadweight tons) and hull 
1665 (65,000 deadweight tons). Hull 1679 is scheduled for completion on Mar. 2, 1960 for United States 
documentation. 


1679 | 4 106, 500 


As will be seen from the foregoing, the Niarchos building program involved 
the construction in United States shipyards of 6 new tank ships aggregating 
315,450 deadweight tons. Four of the hulls have been completed as vessels and 
have been delivered. One hull will be completed as a vessel on January 23, 
1959, and one is scheduled for completion and delivery on March 2, 1960. 

Originally, the Niarchos corporations were obligated to construct 3 new tank 
ships aggregating 111,300 deadweight tons. By approving the assignment to 
foreign ownership of 4 construction contracts, namely, hulls 4547, 4558, 1655, 
and 1665, the Niarchos corporations were committed to deliver for United States 
documentation 2 new tank ships aggregating 139,150 deadweight tons, an in- 
erease of 27,850 deadweight tons. 

Contracts, dated October 26, 1955, covered hull 4548 (25,000 deadweight tons) 
and hull 4547 (25,000 deadweight tons). 

Contract amendments, dated February 2, 1956, increased the tonnage of hulls 
4548 and 4547 from 25,000 to 32,650 deadweight tons and the construction of a 
third vessel of 46,000 deadweight tons, hull 1655. 

Contract amendments, dated November 21, 1956, covered the substitution of 
hull 4558 (32,650 deadweight tons) for hull 4547 (32,650 deadweight tons) and 
the substitution of hull 1665 (65,000 deadweight tons) for hull 1655 (46,000 
deadweight tons) and also covered the assignment of the construction contracts 
on hull 4547 and hull 1655 to foreign corporations for foreign registration when 
the vessels (hulls 4547 and 1655) were completed. 

Contract amendments, dated July 1, 1957, covered the substitution of hull 1679 
(106,500 deadweight tons) for hull 4558 (32,650 deadweight tons) and hull 1665 
(65,000 deadweight tons) and also covered the assignment of the construction 
contracts on hull 4558 and hull 1665 to foreign corporations for foreign registra- 
tion when the vessels (hulls 4558 and 1665) were completed. Hull 1679 
(106,500) is scheduled for completion on March 2, 1960, for United States flag 
operation. 
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Hull 4548, covered by contract dated October 26, 1956, as amended by amend- 


ments dated February 2, 1956, and November 21, 1956, was completed as a vessel 
and documented under United States laws by the United States citizen owner on 
July 12, 1957. Hull 4548 was not involved in any foreign assignment. 


Niarchos original dates of contracts and all amendments thereto 





| Date of Date of Date of Date of Date of 
Contract No. | contract amendment amendment | amendment amendment 
| No. 1 No. 2 | No. 3 No. 4 
_— Be, _ sana Be pees Le ead, 

MA-1118 Oct. 26,1955} Feb. 2,1956 | Nov. 21,1956 
MA-1119 do do | do 
M A-1120 do do | May 21,1956 | Nov. 21,1956 | July 1, 1957 
M A-1121 do Dec. 22, 1955 Feb. 2, 1956 do , Do 
MA-1122 do Feb. 2,1956 | Nov. 21,1956 | July 1, 1957 
MA-1123 | do do | do do 
M A-1164 Feb. 2, 1956 | Nov. 21,1956 | July 1, 1957 
M A-1165 do do do | 
M A-1166 do do | do 
M A-1167 do do do 
M A-1168 do do do 
M A-1359 Nov. 21, 1956 July 1, 1957 
M A-1360 do do 
M A-1371 do 
M A-1372 do | 
M A-1598 July 1, 1957 | 
M A-1599 do | } 
M A-1600 do } 


The trade-out-and-build program of Niarchos is covered by 18 Maritime Ad- 
ministration contracts and 30 amendments thereto, as set forth above. 

Mr. Zincxe. Mr. Chairman, may I also request that Mr. Morse 
be requested to furnish a separate tabulation with respect to the 
Niarchos interests, showing the original contract dates on the first 
tankers, the dates and the status of the ships at the time that the first 
new buildings were transferred out, the subsequent steps showing 
the percentage of completion of the vessels at the time that authority 
was given to transfer them out, and the present status of the contract. 

Mr. Morse. We will be glad to do so. 

(The information referred to follows :) 


J. M. Carras, Inc., status report on new construction of tank ships, the con- 
struction contract on one of which (hull 4550) was approved by Maritime 
Administration for assignment to a foreign corporation for operation under 
Liberian registry 

Date of Date of Date keel 
Builder’s hull number approval in contract laid or to 
principle be laid 

4565 Nov. 9,1956 | Mar. 20,1957 | July 20,1959 

4550 Nov. 29,1955 | Nov. 29,1955 | July 23, 1956 

Date Date com- 

Builder’s hull number launched pleted, vessel | Flag Dead- 
or to be delivered, or to weight 
launched be delivered tons 

4565. Feb. 24,1960 | May 27,1960 | United States__ | 46, 000 

4550 Feb. 8,1957 | May 16,1957 | Liberian_- 25, 000 

Note.—On Nov. 9, 1956, the Maritime Administration approved the assignment of the construction con- 


tract on hull No. 4550 (25,000 deadweight tons) to a foreign corporation. This approval! was granted 109 
days after the keel on hull No. 4550 had been laid (July 23, 1956) but 188 days before hull No. 4550 was de- 
livered (May 16, 1957) as a completed vessel, 
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The Cuairman. We are going to leave in 10 or 15 minutes. Mr. 
Zelenko has one more question. Then I want to hear from Mr. 
Tollefson. 

Mr. ZeLENKO. You have been interested during the course of the 
hearings in building in American yards. We have been interested not 
only in that subject but in having an available merchant marine in a 
time of defense. 

It has been the statement of you and your Department from time 
- time that, when these vessels are under foreign flag, they are still 

vailable to us. 

saat me ask you this: Is it not true that, when you have an American 
crew on the ship, they all have Coast Guard passes, and that is some 
way of protecting us? That is, American seamen need Coast Guard 
passes. 

Now, the seamen and the crews that are employed on these ships 
that you transfer out are from different foreign countries; are they 
not ? 

Mr. Morse. Yes, sir. 

Mr. Zecenko. Our Coast Guard and Government do not clear 
them, either for communistic activities or anything else; do they ? 

Mr. Morse. As far as I know, they do not. I am sure they don’t. 

Mr. ZELENKO. So, it would be quite easy for a crew in the time of 
emergency to seize a ship wherever it is, a foreign crew which has 
not been cleared and whose politics and political beliefs you know 
nothing about. Would you say that would give us the same measure 
of control in the matter of defense as we would have having an 
American crew ? 

Mr. Morse. I never contended that. 

Mr. ZELENKO. Well, you admit it, do you not? 

The Cuarrman. I think this matter of foreign control has been 
gone over quite a bit in these hearings. 

Mr. ZELENKO. I shall not pursue that further. 

Mr. Chairman, you have told us that there are just a few minutes 
more. I did not anticipate that we would stop so early, and I had 
prepared a short statement that I wanted to read intothe record. This 
will take me more than 10 minutes. 

The CuarrmMan. Suppose you file it for the record. 

Mr. ZreLenKo. I would like to read it, if you do not mind. In the 
interest of time, I have a suggestion. 

The Cuatrman. I will do this. I will let Mr. Tollefson have the 
time. 

Mr. Zetenko. I want to yield to Mr. Tollefson. 

The Cuarrman. I will dismiss the witness after Mr. Tollefson is 
through, and then you can just read it into the record. 

Mr. ZeLtenko. That is what I want to do. 

Mr. Morsr. May I make one more voluntary statement ? 

The CHarrMan,. Yes. 

Mr. Morse. Mr. Zelenko was asking about this amendment No. 3 
to our trade-out policy which does impose restrictions on the use of 
funds. I will concede, I am perfectly happy to concede that my 
instructions to our staff to draw up this additional condition was in 
part generated as a result of these hearings, but even if we had had 
that additional condition in our trade-out policy at the time we nego- 
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tiated the Onassis Trust transaction, I do not feel that we would have 
prevented the payment of the taxes or the other ee debts of 
the company whin -h were in fact paid. In other words, we knew those 
payments were going to be made before we approved the transfers 
out and, whether we had had this additional restriction in the policy 
or not, we would not have protested the making of those payments. 

The CuarrMan. You mean, Mr. Morse, that these hearings have 
changed the terms of the trust that was drawn up with respect to the 
Department of Justice settlement ? 

Mr. Morse. No; it had nothing to do with the terms of the trust 
agreement. 

The CuHarrmMan. You mean, then, that after the settlement was 
made with Victory Carriers you would deal with Victory Carriers 
as an operator just as you would deal with any other operator? 

Mr. Morse. No; what I meant specifically was this—— 

The Cuarrman. I mean with respect to insured loans. 

Mr. Morse. No; I wasn’t getting at that, Mr. Bonner. 

What I had reference to was our amendment No. 3 of your policy 
on trade outs. 

The Cuarrman. Are you going to change it with respect to them 

or only as to any newcomers ? 

Mr. Morse. No, sir. 

The Carman. It will be binding on them from the date of the 
announcement of your new policy ? 

Mr. Morse. No,sir. It is binding only on people who ask for trade- 
outs after the policy has been enacted. 

(The witness confers with Mr. Seaver.) 

The Cuarrman. So it is not effective, then, on Victory Carriers? 

Mr. Morse. No, sir. What I was saying, Mr. Bonner, was with re- 
spect to the payments which were in fact made. 

The Cuartrman. I was going to say I thought we included as a result 
of the last year’s hearings this same condition on V ictory Carriers, so 
that everything possible would be done to build up sufficient funds to 
assure construction. 

I thought we did that in last year’s hearings. 

Mr. Morse. That is so; but even at that time we knew that they were 
proposing to pay these bills which they, in fact, paid. 

The CHamman. So, since they have paid the bills, then their earn- 
ings will go from that time on, under usual supervision, to replacement. 

Mr. Morse. Yes. 

The Cuarrman. And building. 

Mr. Morse. Supervision. 

By meeting the strict terms of amendment No. 3, no, sir, which re- 
quires escrowing and countersignature and things of that sort. 

The Cuarrman. Allright. 

Mr. Tollefson ? 

Mr. 'TotieFson. First, let me say I am sorry I was late. I was held 
up in the office. 

I do not have any questions. 

I want to make clear now that your estimate of number of ships 
transferred foreign was roughly 160. You will supply the exact 
figure ? 

Mr. Morse. We will supply detailed information. 
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Mr. Totterson. You will also supply the number of ships that have 
been contracted to be built pursuant to that trade-out authority ? 

Mr. Morse. Yes, sir. 

Mr. Totiterson. And the number of ships that had been built, the 
number of ships that are presently being constructed, the number of 
ships that will be constructed or are contracted to be constructed, and 
the dates thereof ¢ 

Mr. Morsr. Yes, sir. 

The CuHatmrman. And the number that have been permitted to go 
foreign from this construction operation as the result of these 160 
trade outs. 

Mr. Morse. If you mean by new ships going foreign—— 

The CHatrmaN, Yes. 

Mr. Morse. I will never concede that any new ship has gone foreign 
as a result of a trade out of an old American-flag vessel. 

The CuarrMan. So there have not been any ¢ 

Mr. Morse. That is a matter of interpretation. 

You take two steps. First we approve a trade out of an old vessel 
against contracting for a new vessel. 

Before that new vessel is completed, and I think the record will 
show that before the keels were laid for that new vessel, the con- 
tractor came in and said, “If you will let me trade out this 25,000- 
ton vessel, say, we will build a 46,000-ton vessel,” I have agreed to 
that. That is what has been called “kiting.” 

The Cuarrman. That is what I want in the record. 

Mr. Morss. We will supply that record. 

The Cuarrman. I want the actual figures so that you could actually 
read it and see the picture. 

Mr. Morse. We will supply that. 

Mr. ZetenKo. I would like to make a statement here now, and 1 
think I would like Mr. Tollefson to listen to it. 

Mr. Toxerson. I listen to everything you say. 

The CuarrMan. You may be excused, Mr. Morse. 

That concludes this hearing. 

Mr. ZetEnxKo. I want to read this, Mr. Chairman. I promise I will 
just read the statement. 

The CuatrmMan. How long is it going to take ? 

Mr. ZetenKo. During the course of these hearings almost invari- 
ably, at the conclusion of each session, a minority member of the com- 
mittee has made light of the hearings by remarks substantially that 
they have accomplished nothing. 

The Cuarrman. I do not shut any member off in his observations 
of what is goingon. The record will speak for itself. 

Mr. Ze.enxKo. That is right. I have no quibble. I am repeating: 
At the most recent session the member stated, and he has a right to 
state his opinion, that he would not continue to sit as a member if 
certain inquiries as to aspects of this situation were continued. 

It is my opinion 

Mr. Totierson. Would the gentleman yield just right there ? 

Mr. ZELENKOo. Yes. 

Mr. Totuerson. I never said I would not sit. I said I would not 
listen to further investigations of the Justice Department but would 
continue to listen to anything else having to do with the ships. 
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Mr. Zetenko. Take that amendment. That was my interpretation 
of your stand. I think that is entirely untenable and is not sustained 
by the testimony in evidence which overwhelmingly proves a failure 
on the part of two Government Departments to protect the interests 
of the American people. 

I think it is merely an attempt to whitewash the activities of these 
Departments in connection with the subject matter of this inquiry. 

The CHarrMan. Just a minute. Those are your conclusions. 

Mr. ZeLtenKo. That is right. I am giving a statement as to the 
conclusions of this memorandum. 

The Cuatrman. Would you not put those conclusions in a report 
but not necessarily in the transcript of the hearings ? 

Mr. ZELENKO. Well, the only reason that I wanted to do it at this 
time, Mr. Chairman, was that 

The Cuatrman. Go ahead, but I do think that that is where they 
should be put. 

Mr. ZeELENKO. I will defer to the chairman’s ruling but I wanted 
to indicate that the reason that I made these conclusions at this time 
was, and I say with due respect to my distinguished colleague on the 
other side, that his statements were conclusions and, from what I read 
in the press from time to time, the statements were picked up and 
apparently the conclusions were spread wide publicly and I wanted to 
now go into what I say is the evidence and what has been adduced 
here in order to have the record straight as of this time. 

However, Mr. Chairman, I have just stated my conclusions and 
for the rest of them I think I will follow your suggestion and put 
them into a report in the conclusion of what the hearings have shown. 

I think I was entitled to the statement. 

The Cuatrman. Go ahead and read, sir. 

Mr. ZeLeNnkKo. I have said enough now. 

I am going to follow it up with my statement. I wanted the same 
opportunity as my colleague had to give my conclusions and my 
opinion. 

However, I will state now that my opinion is based upon the evi- 
dence and on the record and I have stated it out in chapter and verse 
and I shall try to incorporate it in the report. 

I based my opinion on the evidence and on the testimony. 

The CuatrmMan. You can file it at this time in the report if you 
desire to file it. 

Mr. ZeLtenko. Very well. Thank you. I will file it, Mr. Chair- 
man, in a day or two because I wish to correct some of the language, 
typographically. 

One more thing, if I may, Mr. Tollefson. We have had here, Mr. 
Chairman, and it has been referred to from time to time, this memo- 
randum of the Department of Justice which is part of the record. I 
have had it in my possession and I would like at this time to turn it 
over to the stenographer. I think it is of such importance that I 
think it should be printed along with the hearings. 

The Cuatrman. I think it is already in the hearings. 

Mr. ZeLENKO. Yes; but I have had possession of it. 

The CuairmMan. It is now in the record. 

Mr. ZELENKO. I will turn it back to counsel, then. 

The Cuarrman. All right. 
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Mr. ZeLenKo. At this time I have no further questions. 

Mr. Totterson. Mr. Chairman, before you close 

The CuarrMan. Yes. 

Mr. Totterson. Of course, I respect the gentleman’s opinions just 
as I trust that he respects mine. 

Mr. ZEtENKO. I certainly do. 

Mr. Totierson. I could be wrong and so could the gentleman in 
his conclusions, but the thing that I would suggest to the gentleman 
is that in the filing of his statement that he bear in mind the rules of 
the House with respect to courtesy and with respect to attacking a 
Member. 

Mr. ZetenKO. Yes. I want to indicate this: I did not wish in any 
way to attack either personally, professionally, or in any otherwise 
Mr. Tollefson. 

I think you know I have the utmost respect for you. 

What I meant to indicate is that my opinion was different from 
yours and I felt that your opinion was not borne out by the evidence 
and the testimony and I wish to indicate at this time that mine is. 
Whether it is or not is, of course, subject to people reading the record. 

What I meant to do here now is to put my opinion in alongside 
yours. It is my conclusion. You have a perfect right to make an 
opinion. 

The Cuatrman. Yes; I was going to say now that, if you put this 
in, Mr. Tollefson has a perfect right to file in the record his reply 
with respect to your statement. 

Mr. Zetenxo. Thatisright. That was the purpose of it. 

It was meant in no way to attack you personally. I have the 
greatest respect for you and I do not say that idly. I think you 
know that. 

I wanted to get my opinion in and I say mine is based on the record. 

The Cuatrman. That will conclude these hearings. 

(Whereupon, at 10:50 a. m., the hearings closed and the subcom- 
mittee recessed, subject to the call of the Chair.) 


Xx 








